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OONFIRMATIONS.

BEreculive nominations confirmed by the Senate July 26 (legis-
lative day of April 20), 1922,
RecErvee oF PoBrLic MONEYS.

‘Charles Henry Lutz to be receiver of public moneys, Roswell,

N. Mex.
PoSTMASTERS,

INDIANA,
John E. Ward, Gas City.

MISSOURL
John T. ‘Garner, Oarrollton.
Charles E. Bedell, Hale.
George E. Richars, Lilbourn.

MONTANA.,
John J. Pietila, Roberts.

NEW YOEK.
Maurice M. Parker, Deferiet.
Harry M. Barrett, Mahopac. 4

OKLAFOMA.
Joseph C. Eversole, Grandfield.
Warden ¥, Rollins, Noble,

VIRGINTA.,
Lula H. Northington, Lacrosse,

"WISCONBIN,
Tyle H. Wolop, Alma Center.
Joseph R, Frost, Avoca.
Grant E. Denison, Carrollyille,
Floyd B. Hesler, Glenbeulah,
William H. Ware, Loganville,
Fred J. Marty, New Glarus.

REJECTION,

BErecutive ‘nomination rejected by the Senate July 26 (legis-
lative day of April 20), 1922.
POSTMASTER.
Washington H. Carlisle to be postmaster at Alexander City,
Ala.

SENATE.
Taurseay, July 27, 1922.
( Legislative day of Thursday, April 20, 1922.)

The Senate met at 11 o'clock a. m, on the expiration of the

recess.
AMENDMENTS OF THE SILK SCHEDULE.

Mz, McOCUMBER. Mr. President, the Committee on Finance
have gone over the silk schedule and propose to offer a number
of amendments to it. In .order that they may be printed and
lie on the table so that Senators may have a chance to examine
them, I ask that an erder te that effect may be made. A

The VICE PRESIDENT. Without objection, it is so ordered.

HOSPITALIZATION OF DISABLED EX-SERVICE MEN,

Mr. WALSH of Massachusetfs. Mr. »President, I ask that
there may be printed in the Rrcokp in 8-point type a letter
from Mr. A. A, Sprague, chairman of the American Legion’s
national wehabilitation cemmittee, -addressed to Brig. Gen.
Charles E. Sawyver. The letter is a protest on the part of the
representatives of the American Legion against the delay in
‘the building of new hespitals under recent appropriations by
Congress, and asserts that ummecessary and harmful results
will follow. I megret that the tariff bill debate prevents my
discussing this sitoation. HEvidently the rehabilitation -com-
mittee of the Legion is desirous that the construction of these
hospitals be proceeded with without further delay and desires
the backing eof Congress and public opinion in order to get
action.

‘There being no objection, the letter was ordered to be printed
in the Recorp in 8-point type, as follows:

* CHicaco, July 24—A. A. Sprague, of Chicago, acting offi-
cially for the American Legion as its chairman of the Legion's
national rehabilitation committee, has tten to Brig. Gen.
Charles E, Rawyer, President Harding’s personal physieian,
sending a copy to President Harding for his information, re-
gquesting General Sawyer to ‘stand aside and allow the pre-
gram of the Veterans' Bureau to go into effect at once.’

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO,

“The request is in answer to a recent letter of General Saw- .
yer, who was appointed by Harding from Marion, Ohio. ‘Gen-
eral Bawyer, as chief coordinator of the Federal Board of
Hospitalization, is accused of obstructing a prepared program,
thereby injuring thousands of mentally sick war veterans
maintained in contract hospitals away from their homes and
friends ‘against the advice and national program agreed upon
by the Director wof the Veterans' Burean of Washington, a
board of neuropsychiatrists, and the Legion.

“iGeneral Sawyer's recent letter is declared to be ‘one of the
explanations of a policy of interference, shameful delays, and
neglect,’ and a statement in the Sawyer letter that ‘few are
there, indeed, who have particular concern in the dizabled war
veteran,’ is called .an indictment of every American citizen.
The letter from Sprague to General Sawyer and President
Harding follows:

LETTER TO GENERAL BAWTYER.

““Your letter to me of July 12 presents certain statements
and conclusions regarding, the Government’s care of sick and
disabled service men, which it is imperative that ‘the American
Legion should answer without delay or equivocation.

““You say: “Up to the present the whole subject of the
World War wveterans has been one largely of sentiment by
many people. A year and a half ago, when I came to my office
in Washington, there were not minutes enough in the day te
give mttention to the ;people who were here sympathizing with
the Werld War veteran and wanting to de something special
for him. To-day the story is very different., Few are there,
indeed, who have particular comcern.”

“*1 maintain that the first interest of every citizen of this
country, as it is the first purpose -of the American Legion, is to
secure the fairest and best treatment possible for our men and
women who are suffering from services rendered to our country
under ‘the colors in war.

INDICTMENT 'OF BVERY AMERICAN,

“‘Your assumption that “few are ‘there, indeed, who have
particular concern ” 'with the disabled World War veteran is
an indictment of every American citizen, to which each must
respond for himself. It ignores the positive, continuous efforts
of the American Legion, which have never stopped, no matter
how disheartening the results. While your statement is a reve-
lation of your own analysis of the country’s attitude, it is also
one of the explanations of a policy of interference, shameful
delays, and neglect ‘of men and women to whom ‘this country
can not give too much, nor deal with too fairly, nor can they
afford to have it truthfully said that they have violated their
solemnly given promises and pledges.

“‘You also say: “I am opposed to the domination of people
outside of the Government forees in this matter. I regard and
will always regard with fhe greatest respect the opinions of
any who may have opinions to offer and they will all be con-
sidered when occasion demands, but if the Government is to be
influenced by outside organizations, associations, or specialists’
committees, we will continue to be in trouble.”

*‘Your opposition to the Government being influenced “by
outside organizations, associations, or specialists’ committees ™
exists in spite of the fact that every bit of legislation now in
effect for the disabled veteran was put through Congress by
the American Legion. It wasin correction of miserable meglect.

ETILL FAILS TO ACHIEVE.

““ It still fails to achieve for the veteran what the country de-
sires he should have. This failure, we are convinced, is not
due to the interference of orgamizations which are seeking
honest, constructive cooperation with the Government, but to
the constant injection of obstacles to the program as agreed
upon, such as your failure to understand and interpret it in
a helpful ‘manner. These programs have been arranged at
conferences between representatives of the Legion and those
who are actually charged with the responsibility of adminis-
tering this care, and the best group of medical consultants in
this eountry.

“*The policy of the American Legion has always been one
of constructive criticism and of close and hearty cooperation
with the Government. -Our effort has been directed toward a
centralized, unified, responsible Government bureau. By legis-
lation such a body has been created in the Veterans' Bureau.
We are giving this body our fullest support and with increas-
ing confidence that if not interfered with by the other Govern-
ment agencies, it will do the work satisfactorily.

“‘A mationa! program for the hospital care of service men
who are suffering with mental and nervous diseases was agreed
upen between the Director of the Veterans' Bureau, the Board
of Neuro-Psychiatrists, who are recognized leaders in this coun-
try, and the American Legion.
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DISTRESSING DELAYS.

“*This program was decided upon after long delays, which
have been distressing to the Legion but still more distressing
to thousands of men who might have been cured, but who are
now doomed to a life of mental darkness.

“*‘In every district of the United States the largest and
most pathetic problem is the care of these men who are men-
tally sick. They can not speak for themselves. We intend to
speak for them until their needs are fairly met.

“*This program is now being curtailed and delayed. The
beds for nervous and mental patients have already been re-
duced 1,270 from the 3,800 beds to be provided by that program.
When we remember that these recommendations were based
upon money available and not upon needs, and that in several
districts the total number of beds would be unquestionably
filled by patients now in unsuitable contract institutions, we
claim that such a reduction is absolutely inconsistent with an
honest attempt to provide permanent cure for this class of
patients.

“‘Yon say in your letter to me: “ Because the Langley bill
has given us these millions of dollars, not mandatory, thank
Heaven, to use, let us be careful in the disposition of it so
that finally those who are now charged with the responsibility
of laying the foundation for this great proposition be given
credit, with due sense and careful regard of the interests of
the general public for, after all, this same soldiery and their
progeny are to be the ones who must pay for what is given
now."”

MORAL, MANDATE IN BILL.

“¢7f there ever was a bill which carried a moral mandate to
the Government it was the second Langley bill. You will re-
member that the Legion fought to have the money appropriated
under this bill awarded to the Veterans’ Bureau. We won in
this fight. It was a fight against your effort, against your ap-
peal, to have this money awarded to the Federal Board of Hos-
pitalization, of which you are chief coordinator. We were dis-
gusted with the delays in the former appropriation of $18,-
600,000. We did not want similar delays in the expenditure of
this new appropriation. The purpose of the bill and the ex-
penditure to be made were clearly and definitely set forth in the
preliminary hearings of the committees and in the report of
Congressman Mapper, for the Committee on Appropriations, to
the House. They include 1,060 beds for tuberculosis, 3,800 beds
for neuropsychiatrics, and 600 beds for general and medical
hospitals.

“‘Asg a business man, and aware of the opinion of business men
of this country, as well as that of the Legion, I want fo state
that there has never been shown any disposition on the part of
the American people to economize at the expense of the real
heroes of the war. The president of one of the largest business
organizations in America wrote me:

PRESENT SYSTEM CRUEL.

“ ¢4 1 have yet to come in contact with a man or woman who
is not in full sympathy with providing the best that the land af-
fords for disabled veterans. Mental disability is the most dis-
tressing of all, and to house victims of shell shock with men
who are crippled is eruelty, in my opinion. I am strongly in-
clined to think that there isn’t a business man or a business in-
stitution in the country, of any size, that would not contribute
generously to any plan that would insure the boys who “ went
over the top™ receiving what they have earned—the best pos-
sible treatment.”

“¢T am confident that the future citizen is far more liable to
condemn failure to provide the best possible care than he is to
complain if better provision than was ever made before is made
for these men.

“¢Your statement * that the peak of hospitalization has been
passed and that there are now 10,000 beds vacant in Govern-
ment institutions, * * * that we have hospitals enough ex-
cept in two particular distriets,” is not only misleading, but will
tend to ecause the American public to be satisfied with treat-
ment which is unsatisfactory.

PEAE TO BE IN 1828,

“¢The experts of the country have repeatedly set up that the
peak of hospitalization will not be reached until 1926. You have
stated that these hospitals will not be long needed. Sir, they
are needed now—the question of the length of time does not
enter into the problem any more than it did when we set up hos-
pitals at the front. They were needed. That fact alone was
congidered. Without a whimper we appropriated $3,000,000,000
at the end of the war to discharge uncompleted contracts, scrap-
ping temporary structures right and left. Is the disabled men’s
treatment alone to be given a parsimonious supervision?

“*The American Legion for four years has been trying to
secure real medical care in Government-owned hospitals for the
mental and nervous wreckage of this war. For the first time,
several months ago—in the passage of the Langley bill—we felt
that the victory had been won and that an adequate hospital
program would be put through with speed. To-day over 4,500
mental cases are still in contract institutions, and of the re-
maining 4,714 only 3,500 are in hospitals entirely devoted to
their attention and cure. When you say that there are hospitals
enough and beds to spare you unwittingly strike at the most de-
fenseless and yet most important group we have in our hospi-
tals—namely, those who are in contract institutions and who
will have to remain there unless proper hospitals are con-
structed. If this is not done soon, the attempt to cure these
men will be futile—many of them are now past help and will be
subject to custodial eare for the rest of their lives.

PEOPER CARE IS URGED,

“*‘The American Legion is whole-heartedly against the sugges-
tion that any arrangement will do for the mentally and ner-
vously sick. It is true that they have been shoved into over-
crowded State institutions where the majority of the patients
are dying, demented old people, or in general hospitals where
only a partial temporary care can be given them.

“*Is it too much to ask the Government of the United States
to put the 10,000 mentally and nervously disabled service men
in hospitals owned and operated by the Government? These
hospitals are not now in existence. The fact that there are
1,600 beds available for tubercular patients in the southwest of
the country has little or nothing to do with the proper hospi-
talization of these mental and nervous veterans for whom the
Legion is now appealing.

“*These men should be hospitalized as near their own homes
as possible. I do not agree with your statement made before
the congressional committee that * after 25 years' experience I
should say that location as regards one’s family is of no impor-
tance.” I do not believe it, because I know the men who have
been hospitalized too well, and I know how their families feel
about it, and I know that their contentment and the encourage-
ment of their friends is often the chief factor in their return
to health and strength.

N¥O WAR EXPERIENCH.

“*1 recognize the fact that before becoming chief coordinator
of the Federal Board of Hospitalization you had no contact
with the men and women who were serving in the Army and
Navy during the war, and no experience either in the field or in
Government service that would give you a chance to really
know how men feel who lose their nerve, their health, and their
minds in their devotion to duty, or how their families look upon
these men who went out in the strength of their youth to invest
their life in their Nation's service.

“*Those of us who served with them know that these men,
many of whom have been hospitalized long periods, need the
encouragement of their families and friends, and that en-
conragement is one of the chief factors in their restoration
and cure. This is particularly true of the type for whom we
are now asking the Government to provide hospitals.

“ ¢TIt is almost unbelievable that, having satisfied Congress that
these hospitals were needed and that they should be built to
capacity, we now have to reply to your statement that they
are unnecessary. Sir, ask the boys in the contract asylums and
their families, ask the men whose nerves have been shattered
by this war, who have®suffered for the lack of adequate hospi-
talization, ask the thousands or tens of thousands of people
throughout the United States who no longer come to your
office in Washington but who are seeking for hospitals nearer
home for those whom they have loved but have given to their
country.

BEST CARE DEMANDED.

“¢The reply of the American Legion and of every real Ameri-
can is “ Give these men the best care that medical science can
provide in Government institutions maintained at the highest
standard of eguipment and administration—and near to their
own homes so that if rehabilitated they can be returned to civil
life with greater ease, and if doomed to a life of hospitalization
they can be near those whom they love best.”

“ ¢ Wour years have already passed and the veteran is not yet
provided for. A belated program is now being held up and
changed. It is being changed to meet your approval.

“¢] appeal to you, sir, to stand aside and allow this program
of the Veterans' Bureau to go into effect and at once.’”

Mr., WILLIS subsequently said: Mr. President, this morning
the Senator from Massachusetts [Mr. Warsu] has inserted in
the REcorp certain criticisms or charges relative to the work
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of Gen. C. E. Sawyer, in connection with the hospitalization of
veterans of the World War. I think it only fair that the
statement which: Doctor Sawyer has issued in reply to those
eriticisms should appear in the Reconrp following the statement
that was inserted by the Senator from Massachusetts.

I therefore ask unanimous consent that Doctor Sawyer's
statement appear in the Recorp in 8-point type just following
the insertion that was made at the request of the Senator from
Massachusetts. We all desire to get the facts.

Mr. WALSH of Massachusetts, Mr. President, of course,
there is no objection. It is perfeetly proper that the letter
should be inserted in the Rrcoep. What I had printed in the
Recorp was not a statement but was a letter from the chair-
man of the rehabilitation committee of the American Legion,
It is very proper, however, that the reply or communication of
General Sawyer should. also appear in the RECORD,

There being no objection, the matter referred to was ordered
to be printed in the Recorp, as follows:

To the public: 4

Apswering A. A. Sprague’'s charges that Brig. Gen. O. E.
Sawyer is delaying and obstructing hospitalization; the follow-
ing testimony is presented:

New Yorg, N. Y., June 21.
Brig. Gen. CrAnLEs B, SAWYER,
12 Drake Hotel, Chicago, IT.:

American Legion officials in statement to N. E. A. Service
make charges that you are responsible for delay in hospitaliza-
tion program for disabled soldiers. They also question your
eligibility, because of age Iimit, for your Army post. N. H. A,
Service offers you opportunity to answer charges. Will you
wire us 100 or 200 words, press rate, collect?

FraNk Ryax,
Editor, N. E. A. Service,
461 Eighth Avenue, New York.

SPRAGUR'S ANSWER.
June 21, 1922,
Mr. FraANK Ryanw,
461 Eighth Avenue, New York City, N. Y.
General Sawyer has shown me your telegram. I have been as
, closely in touch as any one individual with the hospital pro-
gram for disabled ex-service men and I know and state here
that the charge that the general has delayed the hospital pro-
gram is false. The latter part of the charge is too trivial and
futile to answer. General Sawyer has given much valuable ad-
vice and assistance to this work, and I am sure that misinfor-
mation and ignorance of facts are responsible for this ridiculous
and unfortunate statement.
A. A. SPRAGUE,
Chairman National Rehabilitation
Committee of the American Legion.
(Copy to General Sawyer.)
The American public should know the hospital situation as
it really exists at the present time and they will then be able

to determine whether or not the United States Government is

making effort to take care of its disabled World War veterans,
and whether or not the charges by Sprague as set forth in the
Associated Press reports are just.

At present under Governmeut control and operation there are
in the United States of America 99 Government hospitals with
a capacity of 28412 beds, 10,191 of which are at the present
time unoecupied.

The White committee has supplied and turned over to the’ -

Veterans' Bureau 2,386 beds and will have provided in its
completed program 6,169 beds.

The Veterans' Bureau has under the process of construction
at the present time 3,500 additional beds which have already
been located and work commenced.

The 99 Government hospitals, with a total bed capacity of
28,412 patients, including the 10,191 unoecupied beds, are dis-
tributed throughont the United States and are all now operated
upon a standardized plan of service which guarantees the very
best of hospital treatment which can be provided.

There is engaged in this hospital service a personnel of about
one attendant to each patient. In this personnel are men and
women of the highest type of seientific, professional, and med-
jeal rehabilitation skill, working daily for the promotion of the
interests of those who by the vicissitudes of war become incom-
petent. b

When the hospitalization plan of the Government for the
care of the ex-service men shall have been completed as now

contemplated—and which 4s being hurried to early comple-
tion—it will represent in all of the departments a total ex-
penditure of appreximately $800,000,000.

These facts certainly show that the United States Govern-
ment is doing every consistent thing possible for the disabled
veterans, and for the length of time at its disposal everything
has been achieved which human agency could accomplish.

It is the determination of the present administration to give
to the disabled World War veterans the very best of hospital
service that can possibly be provided, and it shall be my con-
stant effort and my policy to proceed with reason, efficiency,
and economy in earrying out such of its affairs as come to the
attention of the Federal Board of Hospitalization. From this
position: I will not be forced, cajoled, or stampeded.

STATISTICS, FIGURES, AND FACTS RELATIVE TO THE CARD AND TRBEAT-
MENT OF WORLD WAR VETERANS.
(By Brig. Gen. Charles B, Sawyer, Chief Coordinator Federal Board of
Hospitalization.)

The following reports from the Veterans' Bureau, the Treas-
ury Department, and the Federal Board of Hospitalization give
such detailed account of affairs at present existing relative to
the subject of Weorld War veteran hospitalization that I sub-
mit them in full for careful consideration.

Data taken from the report of the Veterans’ Bureau under
date of June 15, 1922, reveal the following facts:

The Government now has under its own control and opera-
tion 99 hospitals, providing 28,412 beds, 10,093 of which are
unoccupied at the present time. Since February the number
of unoccupied beds has been increasing at the rate of 250 per
month, indicating beyond deubt that the peak of hospitalization
has been reached,

That there may be no errors in figures presented, a complete
list of all Government owned and operated hospitals is given
herewith. 'This list shows department to which hospitals be-
long, number of beds available in each, and the number of beds
occupied and unoccupied in each. At the end of the list ap~
pears a diagrammatic illustration of the class of patients they
serve, which speaks for itself:

Beds available.
Location. " Total.
Oecu- | Unocen-
pied. -
UNITED STATES VETERANS' BUREAU.

T 37 149 465
33 12 53
214 14 228
297 39 336
439 48 487
360 33 402
v 404 ™m
191 22 423
205 20 225
70 35 105
M7 3 250
101 145 336
675 411 1,086
352 342 694
114 113 227
M 30 M
190 0 106
L R 498
i e g e e B e i S K i 118 Bitl 157
2 1456,
101 346
30 30
622
79 220
178 07
35 239
125
243 646
81 201
173
& o=
2| 1,08
402 " 609
........... 100 100
151 1 152
250 7 506
360 xz 582
Ariz 517 171 748
Arig. . 15 n 245
Walla Walla, Wash. 171 41 212
Idaho. .. 71 39 130
45 452 100
Tex 440 20 669
153 86 29
R T e JoL T 0 e 11, 855 5,116 | 17,27k

r
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Beds available.
Location. Total.
Occu- | Unoccu-
pied. pied.
UNITED STATES PUBLIC HEALTH SERVICE.

Boston, Mass. . ....ccccarsenmasaransmrinsanssssansns 5 18 2
Vine Haven, Mass. . Rler =4a i 13 13
P nd, Me.... 18 1 19
Buffalo, N. Y.... 14 16 30
N. 13 88 101
2 4 ]
26 31 31
v 31 31
45 2 67
3 25 28
a2 36 68
85 92 7
AR tamn 15
[ PR 5
YR RS 43
B a7 70
43 8 &1
[ § P TRe 9
51 3 54
FA4as neen 15 15
39 36 75
25 6 31
506 466 72
300 3680 750
862 331 1,193
66 35l 417
151 63 214
210 80 300
69 81 15
T2 468 540
13 204 a7
19 7 266
208 192 400
108 142 250
85 165 250
72 3 100
4 23 ur
......... 40 40
2 25 25
280 ¢ 361 850
Al P e 17
;- AN 12
2,667 | 3,34 6,007
i) 178 183
18 7 25
650 193 852
520 98 618
681 T 755
b e etatien 12
155 33 188
7 184 191
84 76 160
202 ‘| 200
2,433 80| 3,28
G | 578
BT S [ §78
T LT e e S e 5 L) 10, 093 | 28, 412

The following report of the White committee shows in de-
tail just what is being done with the $18,000,000 allotted the
Treasury by the first Langley bill.

Through the White committee 6,169 beds are being added to

the Government-owned list; 2,096 of these are all occupied or |

are ready for immediate occupancy; and just as soon as it is
humanly possible to complete the balance of them they will be
turned over to the Veterans' Bureau.

Brigadier General Charles E. Bawyer, from oconsultants on hos-
b B! p 4 T8

Bed space ready.
U. 8. V. H. No. 63, Lake City, Fla.: Two hospital units

completed and opened il .8 100
TU. 8. V. H. No. 50, Whipple Barracks, Ariz.: Project com-

p]eted NB 422
Prov. Hospital No. 2, Little Rock, Ark. (Fort Logan H.

Roots) : Project completed and opened________ NoB L 2N

U. 8. V. H. No. 42, Perryville, Md.: Construction praec-
tically completed; movable equipment at the site,
Doubtless will be ready to open within two weeks,
Capacity, 300 beds N. P.

Prov. Hospital No. 2, Fort Walla Walla, Wash.: Project
completed and opened T.B.. 1656

Bed space ready,

U. 8. V. H. No. 27, Alexandria, La.: Work here con-
sisted of constructing kitchen, mess hall, water supply
system, refrigerating plant, ete, Completed.

N. H. D. V. 8., Milwaukee, Wis.: Report of June 30—

57 per cent completed. To be finished in August.
Capacity, 612 T. B.

N. H. D. V. 8, Dayton, Ohio: Report of June 30—60
per cent completed. To be finished in August. Ca-
pacity, 306 T. B.

N. H. D. V. 8, Marion, Ind.: Report of June 30—350
per cent completed. To be finished in August. Ca-
pacity, 80 N. P.

Prov. Hospital No. 4, Rutland, Mass.: New work (con-
tract), T7 per cent completed; remodeling (purchase
and hire), 98 per cent. Capacity, 220 T. B.

U. 8, V. H. No. 62, Augusta, Ga.: 62 per cent completed.
Capacity, 265 N. P.

U. 8. V.H. No. 55, Fort Bayard, N. Mex.: Complete and
dedicated TooB._. 250

U.8. V.H. No. 60, Oteen, N. C.: 33 per cent complete.
Capacity, 200 T. B.

Fort McKenzie, Wyo.: Project complete_______ RS \E) Tl

U.S8.V.H. No. 81, Bronx, N. Y. (total eapacity, 1,000
N. P.): 99.5 per cent completed. Already turned over
and opened for. N P._ €60

Negro hospital, Tuskegee, Ala.: 12 per cent complete.
Capacity, 500 N. P, 500 T. B.

U.S.V.H. No. 24, Palo Alto, Calif.: 22 per cent com-
plete. Capacity, 500 N. P. :

Western Pennsylvania: Early decision expected on site,
Capacity, 250 T. B.

St. Louis, Mo. (Jefferson Barracks): Bids have been
opened this week. Contract to be awarded at once.
Capacity, 250 general.

Metropolitan District, N. Y.: Site chosen. Preliminary
studies under way. Capacity, 250 T. B.

Total (to which will shortly be added 300 beds at
Perryville) 2, 086
Note.—In a number of instances, in addition to the bed units
which have been constructed, it was also necessary, in order to
give a working station, to construct various accessory build-
ings, such as quarters for doctors, nurses, aids, and attendants,
vocational training, mess halls, and kitchens, power house,
laundry, garage, water supply, sSewerage system, extensive
roads, ete.
Total number of beds contemplated out of Public Act 384,

6,169.

HOSPITALS TO BE PROVIDED UNDERE SECOND LANGLEY BILL, RECOMMENDED
BY THE VETERANS' BUREAU AXD INDORSED BY THE FEDERAL BOARD OF
HOSPITALIZATION,

District Nos. : Beds.

1. Northampton, Mass N P - 400
2. Tupper Lake, N. Y T Bis - 260
5. Memphis, Tenn Gen__ 200
6. Gulfport, Miss N. P.. 85

T

8

9

. Chillicothe, Ohio N. P__. 400
. Great Lakes, Il N P~ '500
. Knoxville, Iowa N. P._ 400
10. Location not yet determined N. Pl 1350
12. Livermore, Calif ___ T. B._ 400
13. Camp Lewis, Wash N.P._. 250
Total 3, 500

Sites and locations for the above have been determined upon
and some of the work of construction is already on the way.

RELEVANT FACTS AND GENERAL COMMENTS,
When the present administration assumed the reins of gov-

 ernment March 4, 1921, all of the Government hospitals caring

for the disabled World War veteran were operating under
many disadvantages. Particularly was there lacking coopera-
tion and coordination of the various departments of Govern-
ment which had to do with this matter.

Realizing the importance of the subject of the World War
veteran and being desirous of correcting its deficiencies, the
present administration began very early to investigate the sub-
ject, with a determination to discover discrepancies and provide
relief,

As the first step in the general procedure of clearance and
establishment of a proper plan for the care of the disabled
soldier, a committee known as the Dawes committee was called
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to take under advisement and into consideratior affairs as they
actually presented themselves at that time.

Careful observation disclosed the fact that the subject pre-
sented two definite propositions—first, immediate hospitaliza-
tion needs; second, a future hospitalization program, with some
definite policy for execution.

While the Dawes committee were considering the emergency
aspect it was discovered that there were at the command of
the Government 12,000 vacant beds in the various departments
of the Government which were not being used.

Some of these beds, it is true, were in institutions which
were not ideal, but they were the best the Government had at
command, and they were offered freely and willingly for the
service of the World War veteran, and under ordinary circum-
stances would have been agreeably accepted by them.

But an antigovernment hospital sentiment was created which
made the thought of Army and Navy hospitals displeasing to
the veterans. This was due to a propaganda of publieity, which
should never have been carried on, for, had a proper sentiment
of understanding and of reasonable consideration prevailed in
the matter of the hospitalization of the World War veteran, there
would never have been and would not be now justifiable com-
plaint as to favorable hospitalization of the afflicted veterans.

The objection made to the use of the then available beds In
the Government hospitals—Army and Navy—was a dislike for
the Army and Navy discipline.

At the meeting of the Dawes committee it was shown that
the Army and Navy both had many available beds, and it was
the effort of those concerned that they might be made immedi-
ately available as an emergency measure for the care of the
men, and because of an effort to afford this assistance to the
disabled veterans, which was all the Government had at its
command, a propaganda of fault-finding was begun against
some of those who were most earnestly trying to solve the diffi-
cult problem, and, unfortunately for all concerned, that attitude
is still being maintained by those who really do know better but
still persist in being unfair,

It was understood then, just as it is now, that a building
program for the future involved things which would necessarily
and naturally take time and careful consideration in the proper
carrying out of the various needs presenting.

The Dawes committee sought to bring about an understanding
of the entire hospital situation and to provide immediate means
for the care of all of the men at that time, never losing sight
of the fact that the bigger and broader and more important sub-
jeet had to do with a building program for the future which
must be undertaken with care and deliberation if it was to be
competently and effectively carried out.

In order to exercise proper judgment in this great subject it was
necessary to study, first, location; second, available property
and, finally, to in some way get something like a clear concep-
tion of what the final needs, so far as hospitalization was con-
cerned, were going to demand.

In contemplating the expenditure of $18,000,000, which at
the time of the meeting of the Dawes committee was avail-
able, the policy adopted was to appoint a committee of
specialists. This resulted in the constituting of the White
committee. Such was their deliberation, care, and considera-
tion and action that within a reasonable time this $18,000,000
worth of hospitals will have been completed.

If the last of the projects under the White committee are
completed within a period of two years from the time the com-
mittee began its operations, the Treasury Department will be
entitled to much credit.

The program the White committee laid out involved not
only a proper expenditure of $18,000,000 but much of considera-
tion as to fitting locations and other conditions which affect
very materially the outcome and usefulness of all the hospitals
they are constructing.

It has been charged that representatives of this administra-
tion have delayed the progress of the work; that the Archi-
tect’s office of the Treasury has been slow in carrying out their
plans; that there were some who were disposed to curtail
the development of the hospital project; but all of those
charges are absolutely groundless and ultimately will be known
to have been made without due consideration of fact.

As chief of the Federal Board of Hospitalization, prompted
by a desire to promote the best interests of the World War
veterans’ hospitalization which will finally return to the soldier
something worth the while, I say without fear of contradiction
that everything so far that the Government has had to do with
the hospitalization of the World War veterans has been done
with earnestness, interest, and enthusiasm; furthermore, as
expeditiously, economically, and efficiently as the circumstances
and conditions would possibly permit.

The unfortunate part of the whole business was and is that
there has been a lack of cooperation between those being served
and those serving.

To-day in Government-owned hospitals there are 10,000 beds
available that could well be used for the various classes of
cases which are now applying, and they would be so used but
for the fact that some of the men who claim they require hos-
pitalization will not accept the hospital care that is available,
because it is not in their own immediate community or because
they have some personal feeling as to the influence of loeation
upon their particular disorder.

As illustration of this, we find that some of the T. B. cases
belonging in the Middle West and the metropolitan district
have gone to the far West or into northern New York and
overcrowded the institutions there. This, too, because of their
own personal feeling that they would be better off, while in
fact they would be just as well off in their homes.

Again, we find that many of the men suffering from so-called
neurotic or psychotic disturbances will not go to the institutions
provided because of some personal feeling of their own regard-
ing the locality of the hospital presenting.

As an illustration of this there are to-day at the Great Lakes
Naval Training Station 750 beds in splendid buildings as per-
fectly and thoroughly equipped as are any of the hosp:tals in
the country. Here, too, is a wonderful personnel of experienced,
expert specialists, who are ready, willing, and qualified to do
everything that science and scientific skill ean do for cases of
this l:g(;i, and yet where 1,000 beds could be provided only 361
are used,

What is true of the naval hospital at the Great Lakes is like-
wise true of many other institutions. In the city of Washington
there are to-day at least 1,236 empty hospital beds which m ght
well be utilized for the treatment of the World War veterans
and would be but for the fact that the veteran will not accept
the change necessary to utilize the beds available,

It is no more possible or convenient for the Government to
provide all of the hospitals that would be asked for than it
would be possible for the Government to provide universities
and colleges in which to educate our young men if they, too,
declined to go where the facilities were provided.

What must finally result will be the establishment by the
Government of hospitals in fixed localit'es, so equipped and
operated as to give the very best of attention than can be given,
and then the sick soldier or sailor who would avail himself of
such treatment must go where he is directed. So soon as this
policy has been put into effect, both the troubles of the d.sabled
veteran and the National Government will be overcome. This
can be and will be very quickly accomplished if only a proper
spirit of edueation and publicity propaganda is carried on by all
concerned.

What we need now is getting together in a spirit of quieting
the present unrest, of making the best of what we have, and of
getting on to something that will ultimately be what we need.

This being true, it is only reasonable that in the contempla-
tion of the needs of the hospitals for the future, we look the
whole subject squarely in the face, wring out of it all sentiment,
and deal with it as a matter of fact.

If everybody would look into the administration of hospitali-
zation affairs with constructive intention, carrying out the
policies now proclaimed, history will record of those administer-
ing these affairs as having had both courage of conviction and
a constructive vision, and all will be better off.

If we will be firm and determvined to look upon this subject
from a bus’ness man's standpoint, if we adopt and pursue with
care, if we hearken to the direction of individuals who have busi-
ness sense in the conduct of such matters, ultimately the whole
country will say that this administration, in which has been laid
the foundation for the care of these veterans of the Government
for all the years to come, will have served well. On the pther
hand, if we are sentimental, improvident, and unmindful of the
real facts as they exist we will have failed.

So far as my own observations go, I have never mef a single
individual who was not anxious, ambitious, and more than
ready and willing to do the besk that possibly could be done for
the promotion of the interests of the hospital’zation cause.

It is charged that the Federal Board of Hospitalization has
become an obstruction between the Director of the Veterans'
Bureau and the quick consummation of the Veterans’ Bureau
plans,

It seems well here that all should know of whom this Board
of Hospitalization consists:

“Maj. Gen. Merritte W. Ireland, Surgeon General United
States Army, whose experience in this country and abroad in
the building of hospitals and caring for the afflicted soldier is
unequaled.
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“ Rear Admiral E. R. Stitt, Surgeon General of the Navy, who
has had long years of experience in the hospitalization of sailors,
with years of practical application of hospital principles.

“(en. George H. Wood, president National Home for Dis-
abled Volunteer Soldiers, whose years of experience in caring
for the infirm and afflicted of the Civil War makes him com-
petent and capable and brings to the service of the World War
veteran the greatest institutions any nation knows, so far as
equipment, location, general surroundings, and economy of
operation are concerned.

“ Dr. William A. White, who has had charge of the largest
single Government institution, St. Flizabeths Hospital, for
many years, who knows the needs of the neuropsychiatric sub-
ject perfectly.

“ Mr. Charles H. Burke, Commissioner of Indian Affairs, who
has studied the subject of proper legislation, of legal require-
ments necessary in all of the cases, and because of his years in
the United States Congress and his practical experience in 80
hospitals connected with the Indian Service, is specially quali-
fied to render helpful assistance.”

“Surg. Gen. H. S. Cumming, of the United States Publie
Health Service, who has handled the great subject of ecaring
for all of the public health institutions since the great burden
of war liabilities has been resting upon the Government.

“(Colonel Forbes, the head of the Veterans’ Bureau, who
fought his way through the trenches from a lieutenancy to a
coloneley during the late war and who to-day is giving every-
thing there is within him to the promotion of the interests and
the welfare of the World War veteran and doing everything
that lies within his power to help to bring about the best
attention and care that can be provided.

“ Por myself, Dr. C. B. Sawyer, I have had the experience
of living on the ground and in hospitals with the gick and
afflicted for a third of a century.”

These men are varied in their experience, broad in their
views, generous in their disposition, practiced in their profes-
sions, and as such T would like to submit to a thinking public
whether or not they might justifiably be classed as a capable
and worthy body of men with whom to eounsel in all matters
pertaining to disabled soldier hospitalization and domiciliation.

An emergency and lack of attention have passed. We no
longer have any possibility of being reasonably and justly
charged with not being able to hospitalize such patients as need
Government care. That being true, then it iz only sensible
that we proceed judiciously and with caution; that we do
not do things which ultimately will prove to have been unwise
and submit ourselves to the same charge of extreme wasteful-
ness that is mow being charged to those having the responsi-
bility for the conduct of the affairs of preparation for the
World War,

That experience should be an example for us and should
stand as a reasonable and sensible warning against inconsider-
ate action in the expenditure of the money which finally this
same soldier will have to reimburse.

After all, it does not matter as much how many hospitals
we have or where they are located as it matters the character
of the personnel and the manner in which they are conducted.

The Federal Board of Hospitalization has made that subject
one of special study and has created a standardized basis of
operation, has fixed a personnel and corps of operators that
guarantee to the World War veteran the very best attention
that ecan possibly be given.

If all concerned, and that means every American citizen,
were to use their influence in behalf of harmony, in encourage-
ment, in helping to carry out the ideas that are promulgated
by those who should know, then we could all proceed with a
program that would be harmonious and effective.

So long as there is not absolute need for beds, so long as the
Government has at its command places where it can hospitalize
all who apply, so long as there are over one-third of all the
beds in Government institutions unoccupied, there is certainly
no occasion for other construction, or such hurry as to bring
about waste and would locate our institutions out of sections
in which they really belong and build more than is really neces-
sary.

These are some of the obstructions which have been charged
in some of the articles that have recently come to my atten-
tion by those decrying the progress of the work.

It is easy indeed for those who only wish to complain and
find fault to get blatant evidence supporting their position.

It is not in my heart to charge anyone with deliberate desire
to misrepresent facts or conditions relative to this vital and
important subject.

I would like to eall the attention of those who are in charge
of these affairs, who speak for the bodies they claim to repre-

sent, who are giving out information which must influence the
American citizen generally and particularly our defenders, it
is only proper that they be as fair as they would have others
be in order that together we may proceed in justice to all.

It is only proper that we deal with this subject as though
it were a personal affair. Certainly no business man engaged
in the hospital business would think of building large addi-
tions to his plant without having prospect of patients to fill

BIm.

Reviewing the subject as best we can from every angle, it is
my candid opinion that to-day if the unoccupied beds were
used disereetly, if they were ‘occupied as they should be by
those who could avail themselves of them, there would be no
need of more hospital beds to take care of the sick World War
veteran, either now or in the future.

Personally I have but one concern in the matter of hospitali-
zation and that is the concern that every doctor of medicine
must have for his patient, which is that the end results shall
prove that the attention he gave was efficient and helpful in
bringing back into health again in the best way possible those
who have been submitted to the necessity of hospital attention.

The charge that there are two men dying every week from
suicide because of not having hospital care is ridiculous. If
the same men who were in the service could be measured as to
their deficiencies and disturbances, if they had not been in the
service it would be found that a large percentage would be
tubercular, an equal portion of them wounld have been medical
and surgical, and abount the same percentage neuropsychiatrie.

Melancholia and suicidal disposition is a characteristic of
our rapid-going race, and if the records of the past for the
same number of men were looked into the same rate of self-
destruction would be found to exist as is existing now.

This suicide charge is a senseless, sentimental one, made ap-
parently with no other thought than to act upon the emotion
of the public generally. Because of such statements, much un-
righteous complaint is made and much unjustifiable criticism is
developed.

It is my prediction that—

When the history of the hospitalization of the World War
veteran is finally written, dictated as it will be by unbiased
opinion, the subject will certainly be presented in a much less
garbled and dramatic manner than as at present by those who
assnme to express Legion opinion. When radical sentiment
shall have yielded to sober reflection, present complaints will
have been exchanged for expressions of gratitude and praise.
Ultimately all of the scenes connected with the subject of
World War hospitalization will have been shifted and critical
business judgment will rise to compliment that which is now
being guestionably aecepted.

Governed by a definite purpose and a burning desire to build
well for the real World War veteran, it shall be my continued
determination to seek for and help to deliver to the sick soldier
the best of treatment, the most helpful sur , and the
most effective environment with which he can reestablish him-
self in the normal, active affairs of a great American Republic.

If I can help to bring some afflicted, halt, or faltering vet-
erans to such a degree of recovery as to make them strong,
capable, self-confident, and independent, then I will have been
more than compensated for the effect put forth and slander
endured.

The unvarnished truth about the hospital matter is that it
has been a subject of misrepresentation by some ever since the
service man became a subject of governmental concern.

If those who jeer and find fault would encourage and aid,
the hospital subject would soon be well on its way to final
solution ; certainly at least to its physical completion.

If all of the forces interested will unite upon a plan and then
go courageously forward to its accompiishment, there will be
absolutely no cause for reasonable complaint, and the delays
now charged to political influence will be dissipated.

So long as articles appearing in the press shall continue to
assume an adverse attitude toward those seeking to help, so
long will the afflicted service man be disgruntled. If, on the
other hand, the veterans' press, legionnaire, or what not, would
support . with encouragement any plan which they might help
to adopt, it would go forward with expedition and with an
effectiveness that would be satisfying to all

THE MERCHANT MARINE,

Mr., RANSDELL. Mr. President, I ask unanimous consent
to have printed in the Recosp, in 8-point type, a 1-page leaflet
prepared by Mr. C. A. McAllister, vice president of the Amer-
fean Bureau of Shipping, giving 10 good reasons for the ship
subsidy. It is brief and full of meat.
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There being no objection, the leafiet was ordered to be printed
in the Recorp, as follows:
TEN GOOD REASONS FOR THE SHIP SUBSIDY,

1. World conditions now make sale of goods in competitive
foreign markets more difficult than ever, The American farmer,
miner, merchant, and mechanic can not compete in selling their
excess products abroad unless we have our own delivery system,
owned and operated by Americans,

2. A merchant marine is as essential for the national defense
as the Navy itself. Without this Government help we will have
no merchant marine, hence our means for defense would be
crippled one-half. The cost of the entire subsidy will be less
each year than the cost of building one modern battleship.

3. We have by sale of Liberty bonds during the war raised
and invested over $3,000,000,000 in merchant ships. Without
this subsidy these vessels can not be operated at a profit to pri-
vate owners. Hence they can not be sold, and we face the loss
of nearly the entire amount invested. By making ship opera-
tions profitable in private ownership the ships can be sold for
at least $500,000,000, an amount far in excess of the 10 years'
total subsidy. The taxpayer will thereby eventually have his
taxes reduced instead of increased.

4. The operation of ships under present Government manage-
ment has vastly increased our foreign trade. It is, however,
costing the taxpayer directly over $50,000,000 per year to make
up the losses of Government operation. This amount will be
saved almost in toto in placing these ships in private hands by
means of the subsidy.

5. Heretofore we have been paying an average of $300,000,000
annually for freight and insurance to foreigners for carrying
our goods. This vast amount can mostly be kept in our own
borders through the means of the subsidy act. In other words,
congidering shipping alone, an investment of $1 by the Govern-
ment will keep $10 at home.

6. The creation of a permanent and efficient merchant ma-
rine by means of the subsidy act will furnish additional em-
ployment to over 100,000 Americans on board ship, in the ship-
yards, the steel mills, the iron mines, and in the many other
industries which are necessary to build and operate ships for
the foreign trade. Every man thus employed must be well fed,
and the American farmer will be benefited by raising and sell-
ing the food to them and their families.

7. The history of the past is the best guide for the future.
No nation in the world’s history has been truly great without
owning and operating its own naval and merchant vessels, We
all aim to make the United States the greatest nation upon
which the sun has ever shone, This can not be done unless we
encourage our merchant marine.

8. We Americans have the money and the desire for foreign
travel. Heretofore we have had to be humiliated by traveling
everywhere abroad under alien flags, and seldom, if ever, seeing
our flag displayed on the ocean. Our national pride need no
longer be offended, as the passage of this bill will place and
keep Old Glory on the seas. A citizen without national pride
is undesirable and unworthy, is a disgrace to himself and to
his country.

9. Without this encouragement to our merchant marine we
will build no more ships. We have by international agreement
already stopped the building of fighting vessels. Hence, with-
out any work to do, shipbuilding will become in America a lost
art. Without shipbuilders and shipbuilding facilities this Na-
tion will be helpless both for commerce and for self-defense—
an emasculated giant in the family of nations.

10. Our rivals for the world's trade view with great alarm
the prospects of the passage of this bill, and their emissaries,
masquerading in many instances as patriotic citizens, are
spreading insidious propaganda and doing their utmost to de-
feat the measure. This is the strongest evidence possible why
the bill will benefit America and why it should receive the sup-
port of patriotic Americans.

CALL OF THE ROLL.

Mr. HEFLIN. Mr. President, I suggest the absence of a
quornm.

The YICE PRESIDENT. The Secretary will call the roll.

The reading clerk called the roll, and the following Senators
answered to their names:

Ashurst Colt Heflin Lod

Ball Culberson Hitcheock M mber
Borah i Curtis Jones, N. Mex. McLean
Brandegee Dial Jones, Wash. McNary
Bursum du Pont Kellogg

Calder Ernst Kendrick Nelson
Cameron Goodlng Keyes ew
Capper Hale Ladd Newberry
Caraway Harreld Lenroot Nicholson
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Norbeck Sheppard Swanson Watson, Ind.
Pe?per Bimmons Trammell Willis
Phipps Emith Walsh, Mass.

Ransdell Smoot Warren

Robinson Spencer ‘Watson, Ga.

The PRESIDING OFFICER (Mr. SeExcer in the chair).
Fifty-three Senators having answered to their names, there is
a quorum present.,

PETITIONS AND MEMORIALS.

Mr. NELSON presented a resolution adopted by the Bar
Association of the first judicial division of the Territory of
Alaska protesting against the passage of the bill (H. R. 11905)
to provide for the establishment of the Supreme Court for the
Territory of Alaska, imposing additional duties on the district
Jjudges, which was referred to the Committee on the Judiciary.

Mr. CAPPER presented resolutions adopted by the McPher-
son (Kans.) Chamber of Commerce, favoring enforcement of
the United States Supreme Court decree directing the divorce-
ment of the Central Pacific Railway from the Southern Pacific
Co., which were referred to the Committee on Interstate Com-
merce,

Mr. WILLIS presented the petition of William J. Bauer,
president, and sundry other members of the Merchant Tailors’
Exchange, of the city of Cincinnati, Ohio, praying for inclusion
in the pending tariff bill of a flat duty of 100 per cent ad
valorem on manufactured woolen clothing, eliminating specific
or weight duties, which was referred to the Committee on
Finance.

BILLS INTRODUCED,

Bills were introduced, read the first time, and, by unanimous
consent, the second time, and referred as follows:

By Mr. McNARY (for Mr. JoHNSON) :

A bill (8. 3870) granting a pension to William Roach; and

A bill (8. 3871) granting an increase of pension to William
Kenny; to the Committee on Pensions.

By Mr. ASHURST :

A Dbill (8. 3872) granting an increase of pension to Richmond
Bridges; to the Committee on Pensions.

TARIFF BILL AMENDMENT.

Mr. JONES of New Mexico submitted an amendment intended
to be proposed by him to House bill 7456, the tariff bill, which
was ordered to lie on the table and to be printed,

THURSTON W. TRUE.

Mr. SMITH. Mr. President, I ask unanimous consent for
the present consideration of the bill (8. 2084) for the relief
of Thurston W. True. It is a bill that has been reported favor-
ably, with an amendment, from the Committee on Claims. It
is a claim that has been carried over for three or four years,
and I would like to get the matter settled now if possible. I
wish to make just a brief statement with reference to the pur-
pose of the bill.

The land in question was land the owner of which was
notified in 1918 to vacate for the Government, which he did.
He vacated and was out of possession of his premises for a
year. The time lapsed under the law for him to make his
claim to the land. The Secretary of War has stated that it is
a worthy claim,

There seems to have been a committee appointed, or the
regular local appraising committee, which met with Mr. True,
and they agreed, according to his understanding, that they
would make a cash settlement of a certain amount. His un-
derstanding was that he agreed to the cash settlement. He has
put in a claim for eleven hundred and some odd dollars. He
agreed with the local appraisers, but they did not pay, and
three years have gone by. In view of the fact that prompt
cash settlement, as he understood it, has not been made and as
the time has passed, nearly four years having gone by since
the Government took possession of the property, he now asks
that he be allowed the remainder of his claim, some $300.
The total amount for which the claimant asked was $1,135. The
War Department recommended the payment of $794, but the
Secretary of War in his report to the Committee on Claims
says:

While this report of the local examining board was not reviewed by
the War Department board of appraisers, there is no reason for as-
suming that the recommendation was not adequate.

That shows that the reviewing board did not make an exami-
nation of the matter. I desire to move to amend the amend-
ment reported to the bill by the committee, if I may have
unanimous consent for the consideration of the bill.

The PRESIDING OFFICER. Unanimous consent for the
‘present consideration of Senate bill 2084 is asked by the Sena-

tor from South Carolina,
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Mr. OURTIS. Let the bill be read in order that we may
understand what it is.

The PRESIDING OFFICHR. The Secretary will read the
bill.

The bill (8. 2984) for the relief of Thurston ‘W, True was
read, as follows:

Be it enacted, etc., That the Secretary of the Trensury ‘I.s authorized
and directed-to pay to W. , the sum
of .§1,135, out of an mme:inthemrynot erwiueuro—

e e
of his premi.m for several months during the w Germany,
in compliance wit.h an .order issued under authori of the War De-
‘partment that snch premises were to be used by the United States Gov-
wrnment for a military camp.

The PRESIDING OFFICHR. Is there objection to the pres-
ent consideration of the bill?

Mr. McOUMBER. Before agreeing to unanimous consent, T
dedire to ascertain what amendment to the bill the Senator
from South Carvlina proposes. Does the Senator seek to change
the amount of compensation which is proposed ‘to be allowed
the claimant by the bill as reported by the committee?

Mr. SMITH. The compensation which was asked for when
the 'bill ‘was Hitrofluced was $1,135, but along in 1919 a com-
promise was agreedl upon, as 1 understand, that the claim
should be setfled by a cash payment to the claimant of $794.
‘The claimant signed for that, but he mever has heard any-
‘thing more in reference to the matter. The War Department
has stated that it is a just claim,

Mr., McCUMBER. The committee reports in favor of the
‘payment of $794. 'That being true, it seems to me if the amount
is to be changed, the bill ghould be recommitted to the ‘Com-
mittee on Claims, in order that they may reconsider it. It
does not ‘seem ‘as though we should take up the time of the
‘Benate now in considering an amendment which is in opposi-
tion to the report of the-committee.

Mr. SMITH. I should like to have the member of ‘the com-!
mittee who the bill make a statement with reference
to it. The bill was reported by the senior Senator Trom,

‘Arkansas [Mr. Ropinsox].

Mr. ROBINSON. Mr. President, this claim would have.
ibeen cognizable under the mct of March 2, 1919, providing fnr
the payment of damages resulting from notice of intention by |
the Government to acquire land, but for the fact that it was/
not presented within the time Timitation fixed in the statute. |
Ags has been stated by the Senator from South OCarolina, an |
‘award, however, was made by the board which was nppoinbeﬁ
by the War Deptrrtment to investigate the claim. The boardr
found the amount due the ¢laimant to 'be §794. The claimant |
had apphed for $1,135. The items embraced in his claim |
were for rent, for damage to land by the removal of timber
-and other property from it, also the cost of moving some prop-
erty off the place, and two or three small items which ‘the
committee did not think were allowable. Those items, how- |
«ever, I repeat, were only for small sums.

In view of the fact that the board made this award nfter'
an imvestigation, the committee thought it best to Teport the |
amount found dne by ‘the beard. However, T will say ﬂmt.
there is some question as to what is the correct amount. T |
do not think the claim is Tully sustained for quite all of the
dtems, though the evidence might sustain an increase above
the amonnt Teported by the committee. The committee took
the view that the award of the board should be snstained.

Mr. SMITH, T wish to call the Senator’s attention to the
statement of Becretary Weeks, in which he says:

“‘While this report of the local mmtnmghboa:_-a was not reviewed by
the War Department Board of Appraisers there is no reason for assum-
ing that the recommendation was mot adeguate.

It is evident, and I think the Senator will agree with me,
‘that the understanding was that the $§794 which Mr, True said
he would accept at the time ghould be promptly paid, but it has
not yet been paid. It was recommended to be paid, but three
wears have gone by and he has not yet received any compensa-
tion. After the award, it seems as though a prompt payment
would have been due, but the payment has not been made even
of the amount agreed upon,

Mr. ROBINSON. There is no guestion in my mind but that
the Government owes this claimant at least the amount of the
award,. The War Department held at the time the claim was
presented that there was no legal liability for rent of land
except that which had actually been possessed and used by the
Government; but there was no question as to the right of the
claimant to recover the amount of the award.

Mr. McCUMBER. Mr. President, it dees seem to me that

‘the committee at least ought to have a chance to recomsider
the matter before it is brought inte the Senate, if there is a

gingmement between the committee and what the Senator

esires,

Mr. ROBINSON. T think the bill can be disposed of in a
few moments. Here i8 the statement by ene of the members
of the board:

ow did the loeal ]

o haes e e ot SE o i Bt e e °F i ceem
For the first two items the claim was $820. i
The second item of remt——that is, the appraised rental valuation for

a4 year—and 1 can not come across any evidence that he was notified.

1 am supposed to have notified these people five of us went out, but

T don’t know 'whe should ‘have seen him. fn April T undertook to ‘write

a_ personal letter to each claimant in ‘the ar [

of the letters, but 1 fail to find this gen

On his third item we allowed $195 instead of $.‘230

place and found about 65 cords removed

That is the testimony of a member of a board who made the
investigation upon which the finding of $794 was based.

Mr. SMITH. The officer who testified said that he did not
notify the claimmnt in this ease along with other claimants; so
it seems as if the .dereliction, if there was any, was en the
part of the board.

Mr. ROBINSON. He said he could not find where he had
notified the claimant.

The PRESTDING OFFICER. Is there objection to the pres-
ent consideration of the bill?

Mr. McCUMBER. Mr. President, T will not make any objec-
tion if the Senator can settle the matter right away.

There being no objection, the Senate, as in Committee of the

le, proceeded to consider the bill.

Mr. ROBINSON. Mr. President, I will make this statement:
The claimant agreed te accept $794 in settlement of his claim.
Of course, that was with the mnderstanding that it was to be
paid promptly. The board, however, afterwards found, for the
reasons which I have stated, that it had ne power to settle.

The mmount in controversy between the committee and the
Senator from South Carelina is very small, and the difference
grows out of the facts which 1 have stated. The board made
an award and the claimant agreed to accept it, with the un-
derstanding that it should be promptly paid. The board after-
wards discovered that they had me power to pay it at that
time. 8o the claim came to Congress.

Mr. SMOOT. The bill as weported by the committee carries

MI. ROBINSON. The committee, under the circumstances,
recommended the ameount of the award, which amo
claimant agreed to ‘accept, the committee taking t
the matter, ‘as there was some dispute as teo
were eliminated by the board and the ¢laimant having
to accept that amount, aithongh it was meither his fault nor

and I have

name in the files.
I looked over this

, and the balance are the

[ the board's fault that the award was not promptly paid, the

amount of the award should govern. I am inclined to think
that the Senator from South Oarolina shomld be satisfied with
| the sum recommended by the committee.

Mr. SMITH. Mr. President, the ‘only point that I make—
and then T will allew the measure to come to a vote and have
nothing further to say about it—is that the understanding of
the ¢laimant was that there would be a payment. He
was a poor man and owned the one hundred and some odd
acres of land. The Government notified him te get off and he
got off, and he stayed off for a year; he was deprived of the

use of the rental and proceeds of his farm, and now for three
vears no settlement has been made, and no settlement could be
made except upon fhe recommendation of the War
ment. The War Department recommmends that the claim sheould
be paid, but the claimant says that in view of the circumstances
he ought to be allowed the mmount which he claimed.

1 shall offer an amendment, Mr, President, and let the Sen-
mte vote upon it. If the amendment shall not be adopted after
my statement, T shall accept the judgment of the Senate. The
interest on the amount for three years would really entitle
him to an increase over the amount recommended.

Mr. ROBINSON. Mr. President, I suggest to the Senator
from South Carolina that I think the evidence would sustain
an award of $1,000. I.do net kmow how the chairman of the
committee feels, but I am inclined to support an amendment
increasing the amount to $1,000, and I think the testimony
shows that such an award is justified.

Mr. SMITH. I will accept that. I move to amend the
amendment of the committee in line 5 by striking out “$794™
and inserting “$1,000."

" The PRESIDING OFFICER. The question is upon the
amendment of the Senator from South Carolina to the amend-
ment reported by the committee, which will be stated.

The REaping CLErRx. On line 5, after the words “ sum of,” it
is proposed by the committee to strike out “$1,135,” and in
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lieu theveof to. insert “$794.7 That amendment the Senator
from South Carolina proposes to amend by siriking out “ §794™
and inserting *‘ §1,000,"

Mr: CAPPER. Mr. President, I wish to call the attention of:
the Senator to the statement made by Colonel Bell, a member:
af the board, which appears on the last page of the report and
which gives: the reason why the full amount was not allowed..
He says:

Items 5, 6, and 7 could only be autt;wg :iﬂltgmm t%l}: 'I{h"l:
denceggo:;a:o%o:l?n:ytt?fsmg:r gec;r f:%etfand it is recommended that these
items be disallowed!

Mr. ROBINSON. If the Senator will pardon me, those
items were $2, §10, and $3, respectively. I referred. to that.
They would only make a difference of §15 in the amount of the
claim.

Mr. SMITH. That is true.

Mr. ROBINSON. Items 2 and 3 were for $200 and $250,
respectively, and as stated by the member of the board, item 3,
for $250, was reduced by the board to $195. The testimony
would support a finding of $1,000, but it would not support a
finding of §1,135.

The PRESIDING OFFICER. THe question is on the amend-
ment offered by the Senator from South Carolina to the amend-
ment reported by the committee.

The amendment to the amendment was agreed to.

The amendment as amended was agreed to.

The bill was reported to the Senate as amended and the
amendment was concurred in.

The bill was ordered to be engrossed for a third reading, read
the third time, and passed.

SOUTHERN PACIFIC AND CENTRAL PACIFIC BAILWAYS.

Mr. HITCHCOCK. M. President, T ask to have inserted in
the Recorp a resolution adopted by the Nebraska State Railway
Commission protesting against any action' by Congress or any
action by the Interstate Commerce Commission which would
tend to nullify or modify the recent decision of the Supreme
Court of the United States divorcing the Central Pacific Rail-
way from the Southern Paecific Railway, and then I ask that
the resolution may be referred to the Committee on Interstate
Commerce.

There being no objection, the resolution was ordered to be
printed in the Recorp and referred to the Committee on Inter-
state Commerce, as follows:

Resolution of the Nebraska St%tgb Raillt:“ Commission of the State of
o TASKR.

Whereas the Supreme Court of the United States has recently ordered
and: deereed that the: Southern Pacific Railway Co. diwest itself of its:
interests in and control over the Central Pacific Railway. Co., the short-
line Pacific const connection from the great central Mississippi' Valley ;

d

an

‘Whereas it Is of vast importance to the State of Nebraska that the
free flow of commerce from west to east seek its natural route over
the great railway routes which connect directly with the eastern termi-
nus of the Central Pacific and cross Nebraska, instead of being forced
over the circuitous southern: route of the Southern Pacific; an

Whereas the decision of the high court makes possible renewedl
traffic br-%rmrgn east and west over its short-line route ugh' this
Biate : erefore

The Nebraska State Railway Commission urges that Congress: should
give no heed to efforts to secure legislation which would approve pre-
vious arrangements in restraint of free flow of traffic that the court has
gaid violates the Bherman Act; we tfully su, t that when the
Interstate Commeree Commission considers the ma of railroad: con-
solidations it give grave attention to the normal tramscontinental eon-
nections east and west of Ogden already embodied in the tentative
plan of consolidation; and we direet that copies of this resolution be,
sent to the Members of Congress from Nebraska.

[smaL.] NEERASEA STATE RAILWAY CoMMISSION,

H. G. TAYLOR,

THORNE A. BROWKSE,

H. L. Coox,
Commigsioners.

Dated at Lincoln, Nebr., this 14th day of July, 1922.

I do bereby certify that the above and !ore%olng is a true and correct
copy of a resolution passed by the Nebraska State Railway Commission
of the State of Nebraska at its meeting on the 14th day of July, 1922,
the original of which Is now on file in this office.

Joux B. Curriss, Secretary.

Mr. HITCHCOCK. T also ask to have referred to the Com-
mittee on Interstate Commerce a resolution of similar tenor
adopted by the Valley Commercial Club of Nebraska.

There being no objection, the resolution was referred to the
Committee 6n Inferstate Commerce.

INDUSTRIAL CONDITIONS.

Mr. WILLIS. Out of order I ask unanimous consent to pre-
sent a resclution in the nature of a petition adopted by the
Westerville Chamber of Commerce referring to the present
industrial situation. T ask that the resolution be printed in the
Recorp without reading,

There: being no objection,
in the Recorp as: follows:
TED WESTERVIGLE:. CHAMBEER OF COMMERCE,
Westerville, Oldo, July, £}, 1922,
Resolutions adopted by the Westerville Chamber of Commerce.
' one of the: first: dutles) of & government I8 to uphold law
and order and protect the life and pmﬁrty' of its citizens ; and

Whereas, whenever such protection not rendered, conditions arise
similar to those now: prevailing in Russia; and

Whereas: in various of. our- t conntry law and order are-
openly defied and United States i 8 vauntingly murdered. and:
pmﬁm vanntingly destroyed; and

ereas it is %p;m.mt* that ne earnest attempt Has been' made by
various: State: and local authorities to bring: the murderers and in-:
eendiaries to justice: Therefore be it

Resolved, That we, citizens of the State of Ohio.and’ of the. United
States of Amerlea, do hereby appeal’ to the President of th
States of America: that the strong arm of the law be applied as. well:
to those who-have!bt}gan]& broken law and order as also to those officers
rhho dgum k their duties which their oaths of office require

em to .

Whereas, whatever the merits of the disputes between the striking
raliroad men and their employers may be, the people through their
Government have created a Labor Board in which both the contending
parties and the public have all three each equal representation to
settle such disputes: in a: fair and lawful manner without recourse to
ruinous conflicts like the present : Therefore be it

Resolved, That. we herewith petition Congress, to. provide authority
and’ power to said Government board to enforce its decrees:

Whereas in time  of public danger the Executive should. be assured:
of the su of good eﬂlimne: ‘herefore he It
, That we commend President Harding for his fair and:
courageous stand im behalf of justice in the face of tremendous diffi-
culties.  We appeal to every law-abiding citizen to uphold the hands
of the President in. his firm determination to. preserve law and order
and to insure ity between employer and employee and to. insure
the wtarﬁ-be{ng and happiness of the public.

e Ccopy.

the resolution was orderved printed

GUsTAY METER;
President of Westerville Chamber of Commerce,
CHas. R. Bexnerr; Secoretary.

EBADMISSION OF ALIENS,

Mr. McCORMICK. Out of order, I ask unanimous consent,
to Introduce a jeint resolution; and if there be no objection—
and I anticipate none—I should like to, ask for the immediate
consideration. of the joint resolution by unanimous consent, as
it touches a matter that is somewhat urgent.

Mr, SMOOT. Let it be read.

The joint resolution (8. J. Res. 233) extending the operation.
of joint resolution of October 19, 1918, and excepting, certain.
aliens from the operation of the quota law, was read the first
time by its title, and the second time at length, as follows:

Resolved, etc., That the operation of the joint resolution of October
19, 1918, entitled “ Joint resolution authorizing the readmission to the
United States of certaln. aliens who have been conseripted. or have vol-
unteered for service with the military forces of the United States or
cobelligerent forces " shall not be held to limit the application for re-
admission to one year after the termination of the war of aliens law-
fully resident in the United States who during such residence enlisted'
or were recruited in America for the Polish Army in France, created by
virtue of a decree issued by the French Government and recruited in
this conn under’ express: isgion of the War ent and who-
by the limitation of application to.one year after the termination of the
war can not now ap\gy for readmission under the joint resalution of
October 19, 1918, and such aliens shall, if otherwise entitled to admis-
siom under the said joint resolution; be: readmitted to the United States
if application for readmission is made: and the allen is readmitted
within the period of two years from Mareh 3, 1921,

Secy 2. That all' aliens entitled to readmission Into the United States
under: the: provisions of this joint resolution, together with their wives
and children under the age of 18 admissible under the provisions of
the immigration laws, and all aliens who while lawfully resident in the
United States were recruited or enlisted for service in the Polish Army
in France and who return to the United' States on or before March 3,
19238, and are found to be admissible under the immigration laws, to-
gether with their wives and children under the of 18 admissible
under the provisions of the immigration la shall exempt from the
operation of' the act of May 19, 1921, entitled “An set to Hmit the
immigration of aliens into the United States,’” as-amended and extended
by the act approved May 11, 1822, and from the operation of the head
tax provisions of the immigration act of February 5, 1917, and they
shall not be counted in: reckoning any: of the percentage limits: pro-
’;ﬂ&d- byuthg&%t- of May 10, 1921, as amended and exten by the aot
of May 11, 2

Mr. WALSH of Massachusetts. Mr, President, will the Sena-
tor state briefly just what the joint resolution provides for?

Mrp. MeCORMICK. The joint resolution, in brief, extends the
terms of the so-called Sabath resolution. to seme 1,200 men
enlisted in Haller's army in 1918; but who have been held on
the Balshevik front until this, time. The Senator will recall
that at the beginning of the war between the United States
and the central empires some thousands of foreigners resident
in this country, many of them Italians and many of them Poles,
were. enlisted in foreign armies under the terms of agree-
ments between our Government and the allied Governments.
Provision: was made by the Sabath resolution for the return
of the men so eulisted during the period stipulated. by that
resolution. It fell out that after the invasion of Poland by

| the red. armies, and their repulse, a few of these men. were.
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compelled to continue on the Bolshevik front of Poland. It
has only been poss.ble within the last few weeks to secure their
discharge and permission for them to return to the United
States, They are about to sail from Danzig to the United
States.

The PRESIDING OFFICER (Mr. Joxes of Washington in
the chair). The Chair thinks the joint resolution ounght to go
to the committee and be reported by the committee. Being a
joint resolution, it can not pass both Houses until after the
15th of August, and that will give ample time. The Chair may
have no objection to it, but thinks it ought to go to the com-
mittee, and will therefore object to its present consideration.
It will be referred to the Committee on Immigration.

Mr. McCORMICK. Of course, if the Chair insists, it will
go there; but I may say that I have submitted the joint reso-
lution to the members of the Committee on Immigration.

The PRESIDING OFFICER. The Chair anticipates that
they can report it very promptly.

Mr. WALSH of Massachusetts. Of course, the joint resolu-
tion has much merit,

The PRESIDING OFFICER. Yes; the Chair thinks so him-

self.

Mr. WALSH of Massachusetts, But I think it is a very bad
precedent to come in and introduce and ask for the considera-
tion of a bill or a joint resolution without having it take the
ordinary course of going through the committee.

Mr. McCORMICK. 1 ask for its reference, then.

Mr. WALSH of Massachusetts, I believe the joint resolution
has very much merit and ought to be passed.

The PRESIDING OFFICER. The joint resolution will be
referred to the Committee on Immigration.

DEFLATION POLICY OF THE FEDERAL RESERVE BOARD.

Mr. HEFLIN. Mr. President, I have here two letters from
the former Comptroller of the Currency, Hon. John Skelton
Williams, addressed to myself, and attached to those letters
some comments by Mr, Williams upon certain statements and
acts of certain Federal bank officials, and also some corre-
spondence had between the Comptroller of the Currency and
the governor of the Federal Reserve Bank of Atlanta. This
includes some correspondence between Governor Harding and
the governor of the Federal Reserve Bank of Atlanta. I ask
unanimous consent to have them printed in the REecorp in
8-point type.

There being no objection, the matter referred to was ordered
to the printed in the Recorp in 8-point type, as follows:

Proor THAT 873 PEr CeExT INTEREST RATE WAS CHARGED.
RicamoNDp, VA, July 25, 1922,
Hon. J. THoMAS HEFLIN, Washington.

DEAr SeEsATor HEFLIx : It is not surprising that some Mem-
bers of the Senate should find it hard to believe the grave
charges which have been made against the administration of
our Federal reserve system. It does seem incredible that the
system could in so short a time have been so prostituted and
diverted from the high purposes and uses for which it was
organized, but unfortunately these serious charges of “favor-
itism,” “extravagance,” and *“ extortion” have been completely
proven. :

When you stated on the floor of the Senate some time ago
that a Federal reserve bank had actually exacted from a
small country bank in a time of need interest as high as 8T}
per cent per annum, your assertion was questioned by one of
the Senators from New York, who seemed to regard it as im-
possible that a Federal reserve bank should ever have charged
an interest rate more than six times as great as was ever
charged by any Government bank in any other country on
earth, and he asked you what proof you could offer that such
an exaction had been made.

I am fortunately in a position to furnish you the proof, and
I hand you with this a copy of a letter which I received under
date of February 28, 1921, from Governor Harding, of the Fed-
eral Reserve Board, addressed to me, in which he inclozes a
copy of a letter of Governor Wellborn, of the Federal Reserve
Bank of Atlanta, dated February 21, 1921, giving details of
loans aggregating $112,446, made to a country bank in Alabama
between September 16 and September 30, 1920, upon which the
average Interest rate charged for that period for that accommo-
dation was approximately 45 per cent per annum, and for a
portion of this money as high as 87# per cent per annum was
exacted. From the schedule attached to Governor Wellborn's
letter you will note this little bank was allowed in that period
a “basic line " of only £2,765. That was the total amount they
were permitted to borrow at 6 per cent for the period men-

tioned, except that they were allowed a further exemption from
the progressive rates of $35,000 additional, as the reserve bank
gave an exemption on farm-production paper to the extent of
the bank’'s capital and surplus, which was $35,000, making the
total amount upon which normal rate was charged $37,765,
while the loans upon which the progressive rates were exacted
amounted to $112,446, and for every $691 which this little bank
had to berrow, in addition to the exemption above stated, the
reserve bank increased the rate one-half of 1 per cent, so that
by the time its loans, in addition to the exemption, had reached
$26,000, the reserve bank was charging it as high as 25 per
cent per annum ; when those loans reached $60,000 the reserve
bank was charging it for a portion as high as 50 per cent per
annum ; by fhe time its additional loans reached $94,000, the
Atlanta Reserve Bank was exacting 75 per cent per annum on
some loans; and when its accommodation, in excess of $37,763,
reached $112,416 the reserve bank was actually charging it on
a portion of the loan as high as 87% per cent per annum.

The reserve bank had a complicated and unfair method of
fixing what it called the * basic line " for each two weeks’ period,
and the reserve bank availed itself of an accidental circum-
stance to impose these infamous rates upon this little bank, the
basic line being based upon “ the average reserve balance of the
preceding two weeks.”

It appears that a note due to the reserve bank of $17,500 fell
due on September 14, and instead of renewing it, the reserve
bank charged the amount against the reserve balance of the
little member bank, so that its account appeared overdrawn for
two days, $17,300 one day and $16,300 another day. The omis-
sion of the reserve bank to remew or carry this maturing note
for a day or two longer was the excuse for reducing the so-
called basic line of the small bank to $2,765. It was under
these circumstances that the reserve bank proceeded to en-
force its theory of progressive rates, and required the littie
country bank to pay an average of about 45 per cent per annin
for the use of $112,446 in its hour of need in crop-moving tir.es
from September 16, 1920, to September 30, 1920,

If the Federal reserve banks should furnish to the Sendie a
list of all instances where these reserve banks exacted ertor-
tionate interest rates, ranging from 10 per cent per annum to
874 per cent per annum, from their helpless member banl:s be-
tween May, 1920, and May, 1921, the period of acute disiress,
during twhich period the reserve banks contracted their loans
approzimately one thousand million dollars, it would be most
illuminating.

The Federal reserve authorities tried to excuse themselves
by claiming that, despite the exaction of the progressive rate in
many cases, the * average rate " charged for the period was not
high, but that is no consolation to the victims of their mal-
practice,

When I, as a member of the board, discovered that such rates
were being exacted by the reserve banks I offered a resolution
in the Federal Reserve Board to abolish the progressive rates
and limit interest to 6 per cent per annum, but my resolution
was promptly voted down. I then offered another resolution,
urging that the interest be limited to 10 per cent, but that was
not enough to satisfy insatiable greed, and it was also voted
down,

I also ealled upon the bhoard to reimburse to the suffering
banks the unconscionable interest exacted from them, but this
they also refused to do until the sunlight of publicity had been
turned upon these practices, and an aroused public opinion
forced the Reserve Board to authorize partial restitution and
finally abolish the progressive rates in all districts where they
were still in vogue.

I was much struck with an extract from a letter from a
prominent banker west of the Mississippi, which you read on
the floor of the Senate a few days ago, in which, in a letter to
one of your colleagues in the Senate, the bank president said :

“ My DeArR SENATOR: Unless something is done to check the
extravagance and grave mismanagement which has been and is
still being displayed in the administration of our Federal re-
serve system, of which T have been an ardent supporter, I fear
the system will be doomed.

“ Its gross mismanagement has already occasioned widespread
dissatisfaction and discontent. Such reckless extravagance as
has been displayed in the erection of banking palaces in Neir
York City and other places must be curbed and cured. There
is a real danger that the people will rise in their wrath and nol
only throw out the men responsible for its mismanagement bul
may also try to do away with the system itself, unless abuses
are corrected.”

I am, as you are, a profound believer in the tremendous
power for good of our great Federal reserve system properly
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administered, but it can not survive a continuance of such
abuses and mismanagement as those from which it has suffered
at times in the past.

I earnestly hope that these wrongs and abuses can be cor-
rected, and that wise, experienced, and courageous men, in the
interest of the whole country, may be placed in charge of its
administration,

With high regard, believe me,

Sincerely yours,
JouxN SEELTON WILLIAMS.

FEDERAT. RESERVE BOARD,
OFFICE OF THE (GOVERNOR,
d Washington, February 23, 1921.
Hon. Jouy SKELTON WILLIAMS,
Comptroller of the Currency.

Dear Mz. OComprROLLER : Referring to your letter of the 18th
instant, relative to the rate of discount charged the Na-
tional Bank of
schedule which was in effect in the Atlanta district, I am in-
closing for your information copy of communication received
to-day from the governor of the Federal Reserve Bank of At-
lanta.

It ‘would be interesting to know if the loans of this bank in-
creased during the time it was deficient in its reserves. If so,
it would appear it has been guilty of a violation of the pro-
vision of section 19 of the Federal reserve act, which pro-
hibits member banks from making new loans while deficient in
their reserves.

Very truly yours,

W. P. G. HaroiNGg, Governor,

FEDERAL RESERVE BANK OF ATIANTA,
February 21, 1921.
Hon. W. P. G. Harpixng,
Governor Federal Reserve Board,
Washington, D, C.

Dear GoverNor HarpiNe: Yours of February 19, relating to
the rates charged the National Bank of Alabama
under our progressive schedule which was in effect some months
HEO.

When adopting the progressive rate schedule on May 29,
1920, we established a normal or basic discount line for each
bank, which was arrived at in the following manner: °

Sixty-five per cent of the average reserve balance main-
tained during the preceding reserve computation period, plus
the bank's investment in our capital stock, multiplied by 23.

Originally only the direct notes of member banks, secured by
Liberty loan bonds or Victory loan notes actually owned by the
berrowing banks on April 1, 1920, or secured by Treasury cer-
tificates of indebtedness actually owned by the borrowing
banks were exempt from the normal line. Three weeks later
we added as an exemption from the mormal line notes the pro-
ceeds of which had been or were to be used for strictly farm
production, to an amount not exceeding the paid-in and unim-
paired capital and surplus of the member bank.

For the reserve computation period, September 1 to Septem-
ber 15, the required reserve of the bank under consideration,
based on its report of net deposits, was $9,433 ; its actual aver-
age reserve balance with us during that period was $86. Sixty-
five per cent of this amounted to $55.90. Its investment in our
capital stock at that time was $1,050, making a total of $1,105.90,
which, multiplied by 23, established a normal line for the period,
September 16 to September 30, of $2,765. Their average re-
discounts during the latter period was $150,211.

Amount subject to normal rates (basic line)__________ $2 765
Farm-production paper exemption (capital and surplus
of bank).
Total exem'pti;m 87,765
Leaving as subject to progressive rates______________ 112, 448

As you know, our schedule progressed ome-half of 1 per cent
for each 25 per cent of the basic line, so that this bank was
subject to an interest charge of one-half of 1 per cent pro-
gressively for each $691 of the remaining $112,448 of redis-
counts. A list showing the cost incurred by the bank on each
25 per cent is attached. g

Their small average reserve balance during the period Sep-
tember 1 to 15 was brought about by reason of the bank's ac-
ecount being overdrawn on September 14 and 15 approximately

Alabama under the progressive rate |

$17,300 and $16,300, respectively. This was occasioned by their

fallure to provide funds or discounts to cover their direct note
for $17,500 which matured on September 14.

The period September 16 to 80 was the only one in which the '
rate against this bank went to such a high figure, viz, 813 per
cent, During the preceding period the highest rate charged |
was 134 per cent.

It was with regret that we made the extremely heavy charge, |
but we did not feel justified in eliminating it, as it would have
been discriminatory.

From the comptroller’s memorandum it would seem that he
is under the impression that all farmers’ paper was exempt
from the normal line and the progressive rate schedule, which'
obviously is in error, as exemption on that class was being
granted only to the extent of the capital and surplus of the
borrowing bank.

I trust the above gives you the desired information, but if
any further details are desired will be pleased to furnish same,

Very truly yours,
M. B. WELLBORN, Governor.

(Copy.)

Reports of members other than reserve cily banks borrowing in
woe;; of basic line for period September 16 io Sepiem-
ber 30. -

ATLANTA ZONE.

Average
bin"":m Superrates Amount of
Name and location. of basic line | #PPlied to | discount
during bor:axc?m ’ charges at
report wings.! | superrates.
period.
Per cent.

Alabama,. national $601 3 $0.14

bank; basic line, $2,765. 691 1 .28

691 13 .42

691 2 .57

691 2% .71

691 3 .85

691 4 1. 14

691 44 1.28

691 5 1.42

691 5% 1.56

691 6 1.70

691 63 1. 84

691 7 1.99

691 73 2

691 8 2.27

691 83 2.41

691 9 2. 56

691 93 2.70

691 10 2.84

691 103 2.98

691 11 8.12

691 113 3.26

691 12 3.41

691 12} 3.55

691 13 3.69

691 13} 3.83

691 14 3.98

691 144 4.12

691 15 4.26

691 15% 4. 40

691 16 4. 54

691 16} 4.63

691 17 4,83

691 17} 4. 97

691 18 5.11

691 184 5.25

691 19 5.40

691 193 5. 54

691 20 5. 68

691 20} 5. 82

691 21 5. 96

691 21% 6. 10

= 691 22 6. 25

691 22} 6.39

691 23 6. 53

691 23} 6.67

691 24 6. 82

1 “Buperrates™ are the rates charged in addition to 6 per cent per annum ints rest,
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Poports of menbers other than reserve city banks, etc—Contd.
ATLANTA zoNE—continued.

Reports of members other than reserve city banks, ete —Guntd
ATLANTA zoNE—continued.

Average Average
b&n::;;%s S“Ple}'e}':l‘-mﬁ Amount of %":w Superrates | Amount of
Name and location. | of réaaip line ap&;mto wdmcwnatt Name and location.  |of lasai_c line ﬂpep’ggim cdl mcoun:t
reu]?onr% borrowings. | superrates. r:;lonrf borrowings. | superrates.
Per cent. . Per cent.
Alabama—(Continued). ... Sgi gg& $$. !;g . Alabama—(Continued).... $g} g?& S;; ég
691 254 7.24 691 61} 17. 46
691 26 7.38 691 62 17.61
691 264 7.52 691 62} 17.75
691 27 7. 67 691 63 17. 89
691 273 7.81 691 634 18.03
691 28 7.95 691 64 18.17
691 284 8.09 691 644 18. 32
691 29 824 691 65 18. 46
691 293 8.38 691 65} 18. 60
691 30 8. 52 691 66 18.74
691 30} 8. 66 69] 66} 18. 83
691 31 8. 80 691 67 19. 03
691 314 8. 94 691 674 19.17
691 32 9. 09 691 68 19. 31
691 324 9. 23 691 68} 19. 45
691 33 9.37 691 69 19. 59
691 334 9.51 691 693 19. 74
691 34 9.56 691 70 19. 88
691 34% 9.80 691 70% 20. 02
691 35 9.94 691 71 20. 16
691 354 10.08 691 71% 20. 30
691 36 10.22 691 72 20. 45
691 363 10.36 691 72} 20. 59
691 87 10.51 691 73 20. 73
691 37% 10. 65 691 734 20. 87
691 38 10.79 691 74 21.01
691 38% 10.93 691 744 21.16
691 39 11.07 691 75 21. 30
691 394 11.22 691 5% 21. 44
691 40 11.36 691 76 21.568
691 404 11.50 691 764 21.72
691 41 11. 64 691 77 21. 86
691 41} 11.78 691 74 22,01
691 42 11.93 691 78 22.15
691 42} 12.07 691 78% 22.29
691 43 12.21 691 79 22.43
691 43% 12.85 691 794 22. 58
691 44 12.49 691 80 22.72
691 44} 12.64 691 804 22. 86
691 45 12.78 691 81 23. 00
ggi 12; g 8(25 691 1813 16. 88
; gi i?a_, ig g AT | B S Re e e 2 ) RO e o 1,891. 44
691 47 13.491 “ »
691 7y TH B8 | it e Sk D ot E a0 A Sa AL e o e, WMARS the Bk
ggi :g* ig g} EX-COMPTROLLER WILLIAMS TUERNS LIGHT ON DEFLATION AS CONDUCTED
601 49} 14.06 BY FEDERAL RESERVE BANK OF ATLANTA.
691 50 14'20 Ricamoxnp, VA, July 25, 1922.
691 504 14:34 Hon. J. THOMAS HEFLIN,
691 51 14. 48 United States Senate, Washington.
691 51} 14. 62 My Dear Senator: I received some weeks ago a clipping
691 52 14.77 | from the Mobile Register of May 20, containing what pur-
691 524 14.91 | ported to be an address made by Governor Wellborn, of the
691 53 15.05 | Federal Reserve Bank of Atlanta, before the Alabama Bankers'
691 534 15.19 | Association, in defense of the administration of the Federal
691 54 15.33 | reserve system, which contained a number of statements so
691 a4l 15.48 | flagrantly incorrect and misleading that I thought it proper to
691 55 15.62 | write Governor Wellborn as I did on May 26, asking whether
691 554 15.76 | he had been correctly gquoted.
691 56 15. 90 I received from him a letter under date of June 1, admitting
691 56% 16.04 | that his statements to which I directed attention were in-
691 57 16.19 | accurate,
691 574 16.33 I replied to his communication on June 10 in a letter in
691 58 16.47 | which I deprecated promulgation by the officials of the reserve
691 083 16.61 | system of statements which were obviously incorrect, and
691 59 16.75 | remonstrated against policies and practices which were bring-
691 594 16.90 | ing discredit upon the reserve system, and urged the importance
691 60 17.04 | of reformation before it might be too late.
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Governor Wellborn replied to my letter on July 20, but did
not attempt to deny or controvert a single one of the state-
ments and charges which my letter contained.

As my letter discussed matters which I regard as of supreme
importance to the whole country, I had it printed, giving on
the first page of the printed copy a résumé of the correspond-
ence which had preceded it.

When Governor Wellborn learned that I had made my letter
publie, he became greatly exercised and wrote a letter com-
plaining bitterly of my doing so, and declared that I should
have printed a certain letter of his at the same time. I wrote
him in reply that I would be pleased to make public our entire
correspondence, including a personal letter which he had
written me under date of June 26, in which he assured me
of his deep appreciation of my work, both as Comptroller of
the Currency and as a member of the Federal Reserve Board,
and so forth. He replied July 17, objecting tc my making
public his letter of June 26, 1922, expressing unqualified
commendation of my work as comptroller and member of the
Federal Reserve Board, but I wrote him in answer on July
22 that I felt it entirely proper under the circumstances for
me to make public our complete correspondence on the subject.
I therefore hand you herewith copies of my letters to Governor
Wellborn of May 26, June 10, June 24, June 29, July 15, and
July 22, and Governor Wellborn's letters to me of June 1, June
20, July 3, and July 17, but I omit at the present time, at
Governor Wellborn's earnest request, the publication of his
letter to me of June 26, commending my work as a member
of the Reserve Board and as Comptroller of the Currency,
although, if the oceasion in my judgment should at any time
call for it, I will make that letter public also.

The correspondence gives a view of some of the inside opera-
tions, methods, and practices of the Federal reserve system,
especially of one of the Federal reserve banks, which I believe
is of real interest to the public, especially in connection with
the recent activities of the 12 Federal reserve banks in dis-
tributing throughout the country more than 140,000 copies of a
Senate speech which contains, as you have openly pointed out
on the floor of the Senate, and as the authorities of the several
reserve banks are presumed to have known, before ¢isseminat-
ing it, so many inaccurate and wholly incorrect statements
concerning the operation and policy of these same banks.

With high regard, I am,

Sincerely yours, JoHN SKELTON WILLIAMS.

“All progress of the human race and of individuals is based on under-
standing of our blunders. My hope is to expose and explain blunders
that have been made, to try to make them so thoroughly understood
that they will not be repeated or continued.” (John Skelton Williams,
in address at Augusta, Ga,, July 14, 1921,)

FAVORITISEM, EXTBRAVAGANCE, AND EXTORTION IN THE MANAGEMENT OF

THE FEDERAL RESERVE SYSTEM—OUR FEDERAL RESERVE BYSTEM A

NATIONAL BLESSING; ITS MISMANAGEMENT A PuBLICc CALAMITY—

AVERAGE OF 68 PER CENT INTEREST EXACTED ON $50,000 BY RESERVE

BANK ¥ROM SMALL COUNTRY BAXK wITH $25,000 CaPITAL—ABOUT

Same TiMe Two Biac SPECULATIVE BANKS IN CITY ARE FAVORED WITH

£250,000,000, GROssLY EXCEEDING THEIR NORMAL QUOTA, AT AVERAGE

IsTEREST CLOSE TO 6 PER CENT—TFEDERAL RESERVE OFFICIALS Scar-

TER BROADCAST, AT PuBLIc EXPENSE, UNTRUE AND MISLEADING STATE-

MENTS CONCERNING RESERVE BANE OPERATIONS.

The Mobile (Ala.) Register of May 20, 1922, printed what
purported to be extracts from an address delivered in Mobile
before the Alabama Bankers’ Association by Governor Well-
born, of the Federal Reserve Bank of Atlanta, containing sev-
eral important statements so directly contrary to established
facts, and so misleading to the publie, that I thought it proper
to write Governor Wellborn on May 26, 1922, to ask if he had
been correctly quoted. The newspaper had represented Gover-
nor Wellborn as saying, inter alia, that the so-called * pro-
gressive ‘interest rates” (under which the Atlanta Reserve
‘Bank had charged as high as 87% per cent to a member bank)
had not been applied on any paper issued for “ agricultural
purposes,” and he also declared that from January 1, 1920, to
January 1, 1921, the reserve banks " extended their accommo-
dations to member banks around $1,000,000,000." He then
added: “I challenge the severest critic of the Federal reserve
system to successfully refute the statement.”

Governor Wellborn replied to my letter on June 1, 1922, and
admitted that both of his statements which I had challenged
were inaccurate. (I shall be pleased to send, upon request, to
those desiring them, complete copies of my letter to Governor
Wellborn of May 26, 1922, and his reply of June 1, 1922))

In his answer the governor of the Atlanta Reserve Bank as-
serts that he had * inadvertently ” omitted to state that the
paper issaed for agricultural purposes exempted from the pro-
gressive rate was limited to the “ capital and surplus” of the
borrowing bank, and that in declaring the reserve banks had
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“extended ” their accommodations around $1,000,000,000 he
had not referred to the increase in accommodations but to the
total accommodations granted, and then explaining that he had
made an error of $2,000,000,000, and he should have stated that
the total accommodations granted, instead of being * around
one billion,” had been “around three billion.” About three-
fourths of his letter, however, was devoted to an effort to
show, first, that the Federal Reserve Board, by refusing the
Atlanta bank's request for the abolition of the progressive rate
on August 31, 1920 (some weeks before the bank had imposed
the barbarous rates it subsequently exacted), had * held us”
(Atlanta Reserve Bank) * chained to the rocks to be preyed
upon later ™ by ecritics, claiming that I, as a member of the
board, was “bound to assume all mistakes, if any, where you
(I) participated in its deliberations,” and second, that as I
had praised the Federal reserve system and its “ functioning ”
in my annual report as Comptroller of the Currency, dated
December 6, 1920, I could not now consistently ecriticize the
mismanagement of that system. Governor Wellborn's claims
and criticisms are fully covered in my reply, which follows.
JouN SkeLTON WILLIAMS,

(Letter from John Skelton Williams to the governor of the Federal
Reserve Bank of Atlanta.)

_Ricamoxnp, VA, June 10, 1922,
Mr. M. B. WELLBORN,
Governor Federal Reserve Bank of Atlanta.

Dear GovERNor WELLBORN: Your letter of the 1st instant in
response to m'ne to you of May 26 has been read with interest
and concern. It causes me to fear that you have not studied
closely the facts ahd figures of the Federal Reserve Board re-
ports and statements, or have studied them so assiduously that
you have become confused regarding their meanings. Know-
ing your usual care and accuracy in statements on important
matters and the clarity of your mind, I am forced to believe
that one of the two conditions I have suggested must explain
the remarkable position in which you have put yourself by
your address at Mobile, as publ'shed in the newspaper I saw,
and your explanation or elucidation of it in your letter to me.

GOVERNOR WELLBORN MAKES A SLIP OF A BILLION DOLLARS.

If in that address you intended the word *extended,” as
applied to accommodations by Federal reserve banks to member
banks in the year from January 1, 1920, to January 1, 1921, to
mean *“allowed” or “granted,” you understated the amount,
as you tell me, and as the undisputed records show, by more
than a billion dollars, which is a respectable sum worthy of
congideration and recollection. If you intended it, as I under-
stood it, to mean “ increased,” or * expanded,” you overstated
the amount by about three-quarters of a billion dollars—also a
respectable sum.

Either way, it seems fo me, the error is so consgiderable as to
impair very seriously the credibility of any assertions on this
subject you may present. My nnderstanding of what you meant,
I respectfully submit, is justified by the context of your remarks
as published. Accepting myself as a person of average and
usual intelligence, I think I might fairly suppose that the im-
pression of your meaning made on my mind was made also on
the minds of many of your hearers and the readers of the news-
paper reports,

REFRAINS FROM MAKING PURLIC CORRECTION WHEN ERRORS WERE

EXPOSED.

For that reason I asked your attention to the statements pub-
lished as coming from you. I falt that I might assume your
purpose not only to be accurate but to give the public accurate
information and, therefore, might reasonably expect that when
informed that your statements had been or might be miscon-
strued you would hasten to make clear what you did mean and
what the reserve banks actually did in the year 1920, that you
would write me such an elucidation, and that you would
straighten, publicly, the misunderstanding the newspapers ap-
pear to have had or had given their readers. I regret that no
correction has been fortheoming,

My interpretation of your meaning perhaps was based partly
on the fact that you appeared to follow so closely the statement
of a very able and distinguished, but very sadly misled, United
States Senator to whose speech in the Senate in defense of the
course of the Federal Reserve Board you have given wide cir-
culation. There can be no possible misunderstanding of this
gentleman’s meaning. He spoke, referring, apparently, to this
same year 1920, to which you refer, of the expansion in Federal
reserve credits aggregaling nearly $1,000,000,000 within the 12
months' period of falling prices,
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He named the same amount you named and alluded, it seems,
to the same year to which you alluded. I submit it was natural
for me to assume that you intended to convey by your word
“oxtended " precisely the same meaning he had conveyed, un-
mistakably, by the word “expansion.,” I had showed you when
you called at my office with Chairman McCord a month or two
ago a chart distinetly disproving the Senator’s statement on
this very point, which also was overwhelmingly disproved by
another Senator on the floor of the Senate. Substantially the
only variation’ you made from the Senator’s contradicted and
disproved statement was fo say that the billion dollars of credit
hatd been * extended ™ instead of “expanded,” and it now ap-
pears vou should have said the credit “extended” was more
than £2,000,000,000.

DISTORTERS OF STATEMENTS COMPARED TO MACBETH'S WITCHES.

Without intending to be discourteous, I can not avoid being
reminded. that the business interests of the country, suffering so
cruelly in that year 1920 for lack of eredit which one gentleman
says was “ expanded ™ and another says was “ extended,” might
have applied the remark of Macbeth of the witches:

“And be these juggling fiends no more believed
That palter with us in a double sense,

That keep the word of promise to the ear,

But break it to our hope.”

In giving widespread circulation, as I am informed you did,
to the speech of the Senator above referred to, who had been
so gravely misled by some one, you have placed yourself in a
serious position, Obviously the Senator who made that speech
had been deceived by unworthy informants—had he been better
jnformed he would not have made such statements—but you
had not been deceived. You knew officially that vital state-
ments in the speech of the Senator referred to were untrue, and
yet you gave widespread currency to them.

FEDERAL EESERVE OFFICIALS DELIPERATELY AND EXNOWINGLY GIVE CIRCU-
LATION TO BERRONEOUS AND MISLEADING STATEMENTS.

1t is encouraging to note, however, that the United States
Senate on June 8, 1922, adopted unanimously a resolution call-
ing upon the Federal Reserve Bank of Atlanta to furnish the
Sepate a list of the names and addresses of all citizens in Ala-
bama—before whose bankers' association you also made your
misleading speech—to whom coples of the Senitor's speech,
abeve referred to, were sent by you, and also how much money
was expended in thus printing and distributing that incorreet
and erroneons document, which you knowingly sent broadcast.

1 am sorry that, like various others who have undertaken to
defend and uphold the policies and course of the board, you
use, in your speeches and elsewhere, so many words and so
much space in endeavors to assall my action and, by implica-
tion, to impugn my motives. This is unpleasantly like the
old trick of attacking the Commonwealth's attorney in default
of other defense. Thus far, I may say, incidentally, the most
energetic theorizing and ingenuity have faii:d to develop a
motive in me se satisfactory to these assailants as to tempt
them. even to suggest it definitely, Perhaps their failure is
explained by the simple fact that they have assumed that my
motives must be evil and ean not by any possibility be good.
Imagination, apparently, has failed to grasp the possibility
that I really may be trying to do a public service by pointing
out errors and wrongs that have been committed with the hope
that repetition of them may be avoided hereafter.

As a matter of fact, however, my motives and my actions
as n member of the Federal Reserve Board are absolutely im-
material and irrelevant in this discussion, except to myself.
Let anybody whe finds pleasure or relief in the process assume
that my motives are the worst and that I connived at, or aided
in, all the wrongdoing of the board, That assumption can have
no possihle bearing on the real question. That question is
whether the policies and methods of the Federal Reserve Board
and’ banks in 1920 wcere wrong and responsible for so much of
the strain to wwhich the commerce of the country was subjected
and the many instances of ruin and irreparable loss achich
attended the process of readjustment of business.

EFFORTS TO COXFUSE THT CLEAR-CUT ISSUE WILL FAIL.

Yet, to keep the record straight and to prevent assertions
regarding myself from winning acceptance as frue because al-
lowed to go unchallenged, I am compelled fo answer and refote
in some detail misleading statements regarding myself in my
own behalf, just as I am impelled by sense of duty to answer
and refute misleading statements regarding the general ad-
ministration of the Federal reserve system in behalf of the
public and the future. The more important general Issues
must be taken up first, however,

I understand you to tell me, in your letter to me referred to,
that another statement attributed to you in the newspaper

reports of your address I saw is a misunderstanding of your
meaning or an error. You are reported as having said that in
the summer of 1920 you took the precaution to erempt from
operation of the repressive and oppressive progressive rates

charged for accommodations all * borrowings of member banks

for agricultural purposes.” What you intended to say, you tell

me, was that you exempted such borrowings or accommodations

“up to capital and surplus.” This difference is rather im-

portant, inasmuch as exemption limited to capital and surplus

would apply to but a' minor portion of many banks’ legitimate
and necessary borrowings, in many instances to one-fifth or
one-sixth or even one-seventh of their borrowings.

GOVERNOR WHELLEORN TOLD ALABAMA BANKHRS' CONVENTION 6 PER CENT
HAD BEEN MAXIMUM CHARGED ON DISCOUNTS FOR AGEICULTURAL PUR-
POSES—OFFICIAL FIGURES INDICATE 87} PER CENT WAS EXACTED.

It is not hard for the public to see that charging on a loan
for agricultural purposes 60 per cent, 70 per cent, and 87% per
cent is very different from limiting your charges on such paper
to 6 per cent per annum, as you boldly assured the Alabama
bankers in your Mobile address you had done, 3

Of course, it was impossible for me to know what you
intended to say or what the newspapers omitted from what
you did say, just as it was impossible for me to know that
when you spoke of “extending” a billion dollars of credit in
1920 you meant to refer to and include the two billions allowed
before that year. You can see, and I understand you to con-
cede now, that the statements aitributed to you in the ncws-
paper reports of your address, and what you now admil you
made, were unirue and misleading on vitally important points
of a vitally important quesiion of vast and direct concern to
the business interests and the general publie.

I trust you will agree that, seeing such publication and
having the real facts in my possession, my duty as a citizen
demanded that I file a protest and call for correction. If by
any means, or through any misnunderstanding or misconception,
appearance of public approval of the course of the Federal
reserve management is obtained, similar management may con-
tinue, with-the resnlt of disaster and destruetion worse than
we already have seen and felt.

This duty of protest and correction is made the more im-
perative by the determined, systematic effort apparently being
made in Congress, through newspapers in all parts of the coun-
try, and by addresses from persons supposed to be well informed,
and propaganda in other forms to prove that the system has
been wisely and faithfully conducted and its rachinery and
resources have been used in the best possible way.

PHOPAGANDA BY FEDERAL RESEREVE OFFICIALS MISINFORMING THE PUBLIC

AND INJURING THE SYSTEM.

In view of facts painfully evident to all, the inevitable con-
gequence of this propaganda must be to shake public confidence
in the entire system, causing the conclusion that if the system
was used in the best possible way and failed to avert the dire
consequences that came under its operation, it must be a
hindrance rather than a help, a curse rather than the blessi
it was intended to be and should be and, properly administered,
unguestionably would be,

I am doing ail I can to strengthen public confidence in the
system by proving, as I think I have proved incontestably,
that its partial and disasirous failure at the very pinch and
the suprene moment of test and emergency was not caused by
defect in the system iiself, either in ils theory or its plan,
and was coused by misuse of il and the stubborn blunders of
those to whom its management had been intrusted.

Let us consider a little more in detail a claim you make
that figures which you have from- the Reserve Board * show
an expansion of $472,000,000 in discounts for the year 1920,”
and you add that “ This in itself conclusively shows that there
was no contraction of loans, but on the contrary a very large
increase.” 1 consider that statement very misleading.
DENIALS OF CREDIT CONTRACTION FUTILE—DEFLATION CRUELLY DRASTIC,

While you “ parade” the claim that in the year 1920 there
was an increase in “ discounts” by the reserve system of
$472,000,000, you withhold the fact that in another class of
credits or accommodations by the reserve system, namely, in
“ purchased paper,” there was, in the same year 1920, an actoal
contraction of $320,000,000.

Furthermore, in order to show an “increase” you combine
the first five months of 1920, while prices were still going up
or had remained stable, with the last seven months when the
great fall in prices was under way. The fact is that the great
collapse in prices in this country practically began in May or
June, 1920. It received its impetus when the reserve system
between May 28, 1920, and June 25; 1920, ealled in or con-

‘tracted credits for that one month over $107,000,000, and be-

gan exerting pressure all along the line. From May 28, 1920,
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to January 28, 1921, the actual confraction in Federal reserve
credits, according to the official figures given out by the Fed-
eral Reserve Board, was $315,857,000, and from January 28,
1921, to August 31, 1921, while prices were tumbling eavily,
there was a further contraction of $1,094,919,000.

The shrinkage in outstanding credits of the Federal reserve
system from May 28, 1920, to August 31, 1921, amounted to
$1,410,776,000. And from May 28, 1920, to January 25, 1922,
the actual shrinkage was $2,005,149,000.

These figures show whether there was *“inflation™ or *de-
flation ” in credits by the reserve banks in the period of the
great fall in prices. You will hardly deny the figures, although
they contrast rather vividly with yours.

BTATEMENTS OF REBERVE BANK GOVERNOR SPECIOUS BUT DISINGENUOUS.

My letter to you of May 26 showed that the total increase in
amount of accommodations granted by t.ie 12 resérve banks
between January 2, 1920, and December 80, 1920, was only
$169,018,000, not $472,000,000, as a layman, not knowing that
the word “ discounts” did not include “ bought paper,” which
was really one form of “ discounts,” would naturally infer from
your statement. Moreover, there was an increase in credits
granted from January 30, 1920, to May 28, 1920, of over $200,-
000,000, and in that period the prices of commodities remained
stable or advanced.

It was only by eliminating one class of “ discounts " or credits
in which there was a heavy shrinkage of about $320,000,000 in
ithe period that you were able to figure, as you claim, an ex-
pansion of $472,000,000 in * discounts™ for the year 1920,
omitting items in which there was a heavy shrinkage.

During the summer of 1920 loans were being called in right
and left by the reserve system, and although many banks pre-
viously accommodated were being made to pay up other banks
which had not previously been borrowing were allowed mod-
erate accommodations.

UNFAIR EFFORTS TO SUPPRESS VITAL FACTS AND FIGURES,

The whole atmosphere at that time was so surcharged with
the “ deflation ” propaganda that many leading and experienced
men were apprehensive of a panic. On July 28, 1920, I gave
to the press a reassuring statement calling attention to the
fact that the Federal Reserve Board had an unused lending
power at that time of about $750,000,000. The reaction from
that statement from all parts of the country was exceedingly
salutary and beneficent, and I have been assured that my
statement at that time had been most helpful in averting a still
_ more acute situation or panic. However, my colleagues on the
Federal Reserve Board, save one, and the chairman of the
Tederal Reserve Bank of New York became quite incensed
over my reassuring and encouraging publication and complained
that I twas interfering awith their acell-laid deflation schemes
and plans, which, subsequent evenis proved, were 80 rwinous to
the country.

Now, as to your attempts to excuse or palliate the inhuman
interest rates charged in certain instances by the Federal
Reserve Bank of Atlanta.

GOVERNOR WELLBORN CHARGES THE FEDERAL RESERVE BOARD HELD HIM
AND HIS ASSOCIATES “ CHAINED TO THE ROCKS TO BE PREYED UPON.”
In extenuation of exactions imposed by you under your so-

called *progressive-rate system" you claim that that plan
was approved by the Federal Reserve Board at a meeting
which I attended in May, 1920, and that when a request from
the Atlanta reserve bank for permission to abolish the * pro-
gressive rate” was presented on August 31, 1920, I was present
at the meeting and did not vote in favor of its termination,
and that therefore I held you * chained to the rocks to be
preyed upon later ™ by your critics.

It is not important whether I was or was not present at that
meeting, and that point is not essential, for up to that time—
August 31, 1921—the barbarous and unconscionable rates sub-
sequently imposed by your bank had not been applied. It
was not until the latter part of September, 1920, that you
charged a country bank in Alabama 50 per cent, 60 per cent,
and T0 per cent, and as high as 87} per cent for the use of
Federal reserve funds.

: THE * BIRDS OF PREY."

I am very willing to let the public decide which was the
“bird of prey "—the reserve bank which was devouring the en-
trails of the struggling country bank by exacting from it un-
conscionable and ruinous interest all the way from 50 per cent
to 871 per cent on * accommodations' amounting to twice the
capital of the country bank, or whether the vulture was the
little bank which was forced to pay those extortionate rates
to the reserve bank, although the little bank was lending money
at that very time to its farmer customers at about 8 per cent
per annum,

A FEDERAL RESERVE BANE CHARGED INTEREST BIX TIMES AS HIGH AS WAS
CHARGED BY ANY GOVERNMENT BANK IN ANY OTHER CIVILIZED COUNTRY
ON EAHTH.

The official records show that you exacted, sir, in the guise of
“ interest ” from the small country bank referred to, an aver-
age of over 69 per cent per annum on over $30,000, a rate more
than siw times as great as the mazimum charged by the Govern-
ment banks of any other civilized country on earth—during that
period, or at any time, as far as I have been able to discover,
and you now have the effrontery to boast of the * sympathetio
attitude” of Federal reserve officials toward farmers and other
borrowers !

I am sure you will not deny these figures. If you do, I shall
have to confront you with your own signed confession that you
did exact the inhuman interest rates stated by me. However,
as you lay such emphasis on my presence or absence from a
certain board meeting, I am glad to take this opportunity to.get
the true facts on this point in the record.

In the first place, I do not believe that I was present at the
August 31, 1920, meeting to which you refer. In the steno-
graphic report of proceedings before the Agricultural Joint Com-
mission Congressman Mirrs claimed that the records show that
I had been present, I told him that if the record did show me
present, I did not care to dispute it, but I informed the com-
mission that I had no recollection of any such occasion and
called attention to the fact that frequently matters were faken
up by the board after I had been excused from meetings in
order to give time to more urgent matters demanding my care
in the comptroller’s office.

Subsequently Chairman Anderson, of the commission, in-
formed me that the records—the stenographic report of the
hearing—showed that I was not present at the meeting of
August 31, 1920, when the request of the Atlanta bank for per-
mission to abolish the progressive rate was acted upon, and it
was Chairman Anderson himself who, when his attention was
called to the matter, inserted in the transcript of the proceed-
ings before the commission the note which says, on page 174,
that “ the record shows that Mr, Williams was not present at
the meeting of August 31, 1920.”

Subsequently Chairman Anderson wrote me that the minutes of
the reserve board, as it was claimed they then stood, indicated
that I sas present, and therefore he directed that the official
record of the minufes of the meeting, as quoted by Representa-
tive Mizrs, which in the stenographic report originally sub-
mitted to me read " Mr, Williams was absent” should be
changed, and that was done.

In a letter to Chairman Anderson, October 14, 1921, I had

gaid:

“ Please note that both the stenographer’'s report and fhe
galley proof which were sent me some time after your letter
of August 16. above referred to, report clearly in regard to the
August 31 n. eting that * Mr. Williams was absent.’

“My letter to you of September 3, 1921, in which I returned
the galley proof, which also contained, in the body of the testi-
mony on proof 68 LG, the statement :

“*The record shows that #r. Williams was not present at the
meeting of August 81, 1920.

“1, of course, assumed from your letter of August 16 and
the notation above quoted, that the question of my absence at
the meeting referred to had been duly checked up and that the
stenographic report that I was absent was correct. I do not
believe that I was present at that meeting. I was quite sur-
prised to-day to find in part 13 of the hearing, page 173, that
since my return to you of the stenographic report and the
galley proof that the tert was changed to read ‘ Mr. Williams
was present,’ instead of ‘ Mr. Williams was absent.””

And in another letter to Chairman Anderson, October 18,
1921, I had said:

“In view of the conflict in testimony concerning the Federal
Reserve Board meeting of August 31, 1920, as to which the
extract of the minutes read by Congressman Mriirs on August
2, as shown by the stenographie record, reported me ‘absent’
from that meeting and the subsequent claim of the reserve
board that the minutes showed me to be ‘present, I will
greatly appreciate it if you could, without embarrassment, pro-
cure and send me, as requested in my letter to you of the 14th
instant, a certified copy of the entire minutes of that meeting.”

Chairman Anderson wrote me under date of October 22, 1921:

“T have asked the Federal Reserve Board to furnish the com-
mission with a certified copy of the record of the proceedings of
the board meeting of August 31, 1920.”

But from that day to this I have heard nothing further from
him on this subject—and I am more fixed than ever in my be-
lief as expressed to the commission that I was not present at
the meeting when that subject came up and never at any time
voted against the abolition of the progressive rate.
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RESERVE BOARD TWICE VOTES DOWXN MR. WILLIAMS'S MOTIONS TO LIMIT

INTEREST RATES CHARGED MEMBER BANKES TO 10 PER CENT Qi- LESS 5

Will also add that, although my colleagues on the reserve
board voted down my resolution offered about the 1st of Feb-
ruary, 1921, to prevent the exaction of anything over 6 per cent,
and another resolution limiting charges to 10 per cent by any
reserve bank in any district, I can hardly conceive that they
would have voted at any time to approve such rates as those
which were charged and collected by the Atlanta Reserve Bank
in certain notorious instances. It was not until January, 1021,
that T discovered that your bank had charged, in September,
1920, over G0 per cent, S0 per cent, and 873 per cent on loans,
and by that time the progressive rate had been abolished by
the Aflanta Reserve Bank, the progressive rate in that district
having been rescinded by the board in November, 1920,

I can not see how you can restrain the blush of shame for
collecting such unconscionable rates. When you found that the
“ progressive " rate plan yielded such results you sheuld have
notified the board at once. It seems inconceivable that the
board under such conditions would have allowed such rates to
be continued. Yet when I discovered later on that extortion-
ate rates were still being charged and demanded of the board,
first in letters and then in public addresses, that they should
abolish ull progressive rates and reimburse the sufferers, they
refused to act for some months, until an aroused public opinion
forced them to make restitution.

In your efforts to establish character for the management of
the reserve system and to justify its administration you appeal
to the commendation of the system itself contained in my annual
report as Comptroller of the Currency for the year 1920, sub-
mitted under date of December 6, 1920.

RESERVE OFFICIALS SEEEK TO DEFEND THEIR CONDUCT BY APPEALS TO
COMPTROLLER’S COMMENDATION IN HIS 1920 REPORT.

I noticed also in some newspaper a few days ago extensive
quotations taken from the same report by Governor Harding
in his effort to establish character; but your arguments, and his,
are fully answered by my statement before the Joint Congres-
sional Commission of Agricultural Inguiry, of which you are
doubtless well informed, for you refer in your letter specifically
to that testimony. On pages 124-125 of that report appears the
following clear and categorical statement which I think dissi-
pates and destroys your claims. I said fo the commission :

« I have stated, clearly and repeatedly, that the eurbing efforts
of the board and of the reserve banks were, for part of the time
in the past two yéars, distinctly helpful and beneficial in re-
gtraining inflation and in stabilizing values. But when the up-
ward movement was halted, and the downward rush of prices

‘get in, the Federal Reserve Board, whether from inertia or from

an inability to comprehend the meaning of events and the radi-
eally changed conditions, distinetly failed in the supreme trial.

“The lack of sympathy displayed by the board, and its ap-
parent impotence to meet courageously and resourcefully a situ-
ation demanding instant and sagacious action was in my opinion
unpardonable.

“I am convinced that if the Xederal Reserve Board had
heeded the urgent suggestions, recommendations, and warnings
contained in my clear-cut letters and memoranda of August 9,
1920, October 21, 1920, and December 28, 1920, and had revised |
its policies and methods to meet and respond to the great
changes which had already taken place and were going on in
the world of business and finance, that it could, ag I said in my
Washington address on April 15, 1921, ‘have saved us from a
fall so precipitate and smashing, and from much of the distress |
and ruin through which we have been dragzed. It could have
made the shrinkage of values more gradual and uniform instead |
of violent and sporadic, could have helped strongly to keep the
circulating currents of commerce at more even flow, so that the
losses of each producer might be offset by reasonable reduction
in the cost of what he must consume.’

RESERYE BOARD DEAF TO REMONSTRANCES AGAINST ITS FATAL POLICIES.
“ On December 28, 1920, in advocating a liberalization of

I policies, I had said, inter alia:

“ ¢ Events, developments, and conditions warn us to remember
that a stoppage too sudden may be disastrous as an explosion,
that an unyielding barrier thrust into the path of a runaway
machine may only hasten wreckage and assure a smash which
gkillfully regulated guidanee might prevent,

“ ¢ Pwo months of actual experience which have elapsed since
my letter to you of October 18, 1920, was written tend to inten-
sify rather than diminish my fears for the immediate future.’

“ The Reserve Board, however, refused to act favorably upon
the urgent recommendations for more liheral policies made by
me as a member, and also by many of the best minds in the
finaneial and business world, and the great decline in values
went on. I am happy to note, however, that the board, moved,

presumably by the foree of an aroused public opinion, has been
at last compelled to change and to put into effect lower interest
rates and more liberal measures, which, if they had been
adopted at the time that I urged them upon my ecolleagues,
would, I believe, have saved the country from a large part of
the losses and suffering so needlessly forced upon it.”

Extracts from my report as Comptroller of the Currerfey for
1920 have been assiduously distributed far and wide by Gov-
ernor Harding and the Federal reserve officials who have been
eriticized by me, and diligent efforts have been made to secure
ed.lt:;;.ial indorsements from newspapers based upon my state-
Imen

AN EDITOR OF NEW YORKE NEWBPAPFER, PARTICULARLY ACTIVE IN DEFEND-
ING THE RESERVE BOARD, FOUND ON PAY ROLLS OF THE FEDERAL RE-
BERVE BYSTEM.

A New York paper, one of whose editors T am advised has
been for some time past on the pay roll of the reserve gystem,
some weeks after my testimony before the Agricultural Com-
mission, printed an editorial claiming that the excerpts from
my annual report furnished “an adequate reply” to Reserve
Board crities. Promptly upon reading that editorial I ad-
dressed a communication to the editor of the paper, and as they
apply equally as well to certain comments in youf letter as to
the editorial referred to, I take the liberty of quoting here the
following extracts from my letter to the editor:

“ Governor Harding, speaking at Charlotte, N. (., on Septem-
ber 22, quoted from the last annual report made by me to the
Congress—for the fiscal year ending October 81, 1820, dated
December 6, 1920, and submitted to Congress early in February,
1921—in whieh, in reviewing the work of the Federal reserve
system in the past, I spoke in warmly earnest terms of the
Federal reserve act and the great work which it had done, espe-
cially under the wise, eonservative, and forward-looking influ-
ence during the entire pexriod of the war of Secretary McAdoo,
and for more than a year after the armistice with the strong
and beneficial authority of Secretary Grass. Unfortunately, for
more than 18 months past the board has been without the salu-
tary dominance and help of either of those leaders and has
suffered from their absence.

“ You republished these extracts used by Governor Harding in
his speech, and you describe themn as ‘An adequate reply ' to all
that has been said by myself and others against the administra-
tion of the law and the system by the board. I have not changed
my opinion of the law or of its earlier administration. * * *

“If an engineer was accused of wrecking a train on Septem-
ber 20 by flagrant disregard of signalg, I spbmit that evidence
that he had taken the same train safely through a storm omn
September 18, two days before, would not be ‘An adequate reply.
It seems to me that the fact that the system brought us safely
through the war and through the 12 or 18 months following,
and then failed to bring us through the period of readjustment
since the spring of 1920 safely and without the ruin of which we
now see 80 many evidences on all sides is strong if not con-
clusive proof of mismanagement. When @ machine functions
perfectly in its first tests and then, bereft of certain strong and
guiding influences, fails, we must suspect fouliy operation and
management rather than defecis in the machine itself.

“No one can contend that results have been pleasant or sat-
jsfactory since inflation was halted. To advert to the simile
used by Governor Harding in his lefter to me of January 13,
1921, in which he said: ‘* We hold that the shrinkage which has
taken place is somewhat analogous to that which oceurs when a
balloon is punctured and the gas escapes,’ let me emphasize here
my reply in which I remonstrated against ‘puncturing’ the
balloon and bringing it to earth to collapse and ruin; urging
that we should endeavor to effect a safe landing by the intelli-

| gent use of ballast and vaive ropes.

“ Governor Harding seems to agree with me that the system
is as nearly perfect as the human mind ecan devise. When he
concedes that, he forces on us the conclusion that the system
has not been properly used.

“The official records show that as far back as January, 1920,
I protested earnestly against the manner in which the funds of
the system were being used to feed the fires of speculation, and
remonstrated against the prodigal way in which the funds of
the system were being dispensed to certain favored interests.

# In July and August, 1920, from my post as comptroller and
member of the Federal Reserve Board, T saw vividly the dangers
of the situation and gave warning to my colleagues. 1 could
quote for you page after page of letters from August 20, in-
creasing in earnestness and vehemence, until my retirement in
March, 1921, urging that the situation was eritical and dan-
gerous, beseeching that the process of compulsory deflation be
slackened and modified to meet changed conditions.

* While I was preparing my report for Congress in the
autumn and winter of 1920 I was, at the same time, remon-
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strating energetically against the policies by which the board
was guiding its actions. I could not know and was unwilling
to believe that the board would persist in those policies in the
face of cumnlating evidence of the destruction and demoraliza-
tion which they were causing.

“Ay arguments with the board were against the methods in
use, especially in certain sections of the country which were en-
eouraging speculation and wusury which should have been re-
girained or discouraged and were resiraining production and
actual uscful commerce and business which should have been
fostered and encouraged.

“Jt is not my purpose or alm to injure or punish anybody,
or to offend or ruffle anybody’s sensibilities, My plain pur-
pose is to make clear as possible to the public and to those in
authority what I regard as the disastrous mistakes and mis-
nses of the splendid machine and system so that repetition of
those mistakes may be avoided. For that reason I ask your
indulgence to this contribution to the evidence and arguments
in the case.

REPENTANCE AND REFORMATION NEEDED.

“In my view the only ‘adequate reply’ possible for Governor
Harding and the Reserve Board is recognition of the errors of
the past and intelligent study of the varying seasonal, territo-
rial, and special needs of the country’s commerce and varia-
tion and flexibility of policy and method to meet those needs
impartially, courageously, and adequately, without fear and
without faver.

“ Qonsideration which should be based on plain faets, clear
reasoning, and actual peeds is clouded, and T think degraded,
by attempts to obtrude upon it the familiar dodge of the police-
court lawyer, endeavoring to discredit and put on the de-
fensive the accusing witness, and the equally familiar trick of
the cheap politician so juggling and garbling quotations and
dates as to make an utierance based upon one condition to
apply to an opposite condition.

“I am not skilled in such controversial arts and have no
ambition to acquire them. All I want and ask in this regard
is that we have such intelligent and faithful management of
the Federal reserve system as will facilitate business and make
our country prosperous everywhere, with our financial and com-
mercial establishments safe and hopeful. Results and condi-
tions prove that we have not had such management, I am con-
tributing what I can to make sure that we shall have it soon
and always, not only in one locality or section but throughout
our whole country.”

You appear to claim that in commending in my report as
Comptroller of the Currency of December 6, 1920, the “ func-
tioning " of the Federal reserve system in a certain period, that
I thereby gave a clean bill of health to its management and
administration ; but I must respectfully differ with you there.
It is quite conceivable that the wonderful machinery of the
steamship Olympic might “ function” admirably on a trip
across the ocean and yet be wrecked on the rocks by incompe-
tent, drunken, or faithless officers responsible for steering her.

FEDERAL EESEEVE OFFICIAL'S CONCEPTION OF A “ SYMPATHETIC

ATTITUDE.”

In answer to your statements as to the “ sympathetic aiti-
tude” of Federal reserve officials T will conclude my letter by
quoting the following extract from an address I delivered in
April, 1921, before the People's Reconstruction League in Wash-
ington ;

* Preciseély in point with what I have been saying and as
illustration as what I may call callous, if not the brutal, atti-
tude of some of our officials, let me read you a paragraph or
two from the New York financlal article printed in the news-
papers the day before yesterday.

“The writer of the article said:

“*‘From a talk I had fo-day with one of the important officials
of the Federal reserve bank here it appears that there is a con-
sgensus of opinion among the different governors of the Federal
reserve banks favoring a continuation of present policies despite
the criticism heard from all quarters for lower interest rates
and withdrawal of pressure to force payment of outstanding
loans. There are three general policies which might be adopted,
it was pointed out.

“‘One would be to ease up on interest rates, but that policy,
with the heavy inflow of gold, it was argued, might result in a
renewal of dangerous speculation and inflation.

“Another policy might be adopted that would result in put-
ting on still more pressure, thus cleaning up the afteracar mess
in @ hurry and getting it over. But if that course were adopted,
it was pointed out, “we would be o long time in picking up the
pieces caused by the many foreed failures.”

“‘ By far the best plan, it was argued, was the one now being
followed, which permits continuous but moderate liquidation.’

“ 1t must be noted that the only objection mentioned by the
‘important official’ of the Federal reserve bank quoted to the

.plan for ‘putting on still more pressure’ was not the cruel in-

justice, the disregard of every principle for which the Federal

reserve measure was created which it would involve, but the

probability that they ‘would be a long time in picking up the

pleces '—i. e, the dead bodies—'caused by the many forced

failures.

ONE PLAN FEDERAL ERESERVE OFFICIAL SAYS WAS DISCUSSED WAS, IN
EFFECT, A FPRELIMINARY MASSACRE OF BUSINESS,

“One policy ‘ might’ cause renewal of dangerous inflation and
speculation. Amnother would mean acute panic forced by un-
skillful or indifferent management or wanton mismanagement of
the machinery ably devised to give relief and prevent panics. It
is proposed to check disease and give the doctors and nurses
surcease from troubles and responsibility by killing all the
patients in the hospitals, a plan actually under discussion being
to restore business to general sound condition by a preliminary
massacre of business. :

“The now prevailing method is supposed to be a compromise
between these two, and we are told there is a consensus of
opinion among the governors of the Federal reserve banks to
let it continue. The suggestions offered by the *important
official * of the Federal reserve bank quoted above, are, I as-
sume, a reflection of the attitude of the board, for which I
can conceive of no excuse, Apparently it has not occurred to
the board that it may be possible, by anxious and alert vigi-
lance and careful responsiveness to daily situations and varying
gectional requirements, to avoid either of the alternatives de-
seribed above—delirium on one side, death on another, or a
sleeping sickness, as at present.

“The man who put an automobile on the road with steering
gear ret and let it run, or the doctor who failed to adapt his
treatment fo stimulate or retard heart action, as conditions
indicated, would be liable to indictment for murder.

“The policy outlined in this newspaper paragraph, as ob-
tained from a I'ederal reserve bank official, is precisely that
against which I war and against which I hope all of us will
war. It is the policy of setting the steering gear and letting
her go; of applying the same treatment to high fever and

alysls—the ‘ bureau’ method of hard and fixed rules.

“ The Federal reserve system was not intended to be worked
that way. It presupposes atlenlion, intelligence, flexibility of
thought in those who operate it, the capaeity to feel and under-
stand anid to value the welfare of the country and of each of
the individuals composing it as more important than official
dignity, pride in an adopted policy, or blind and slavish alle-
piance o rules by those who first create them, and then ab-
jectly worship them.”

“ HERO MEDAL™ SOUGHT FOR SAVING SOME OF THY PASSENGERS OF
VESSHL THEY HAD WANTONLY TORPEDOED,

You have claimed with much fervor that the reserve banks
are entitled to great credit for saving the lives of numerous
banks and business houses throughout the land during the
period of exireme deflation and contraction which they them-
selves were so Instrumental in bringing upon the country. On
the other hand, men who are well-informed have likened our
great Federal reserve system to a magnificent battleship, de-
signed and built for the protection of the country, its com-
merce, and all its interests, which, through some colossal blun-
der, overtakes and torpedoes onme of our own merchantmen,
with thousands of passengers and a precious cargo, and having
sent the merchant ship to the bottom of the sea, then launches
lifeboats and picks up some of the drowning passengers. The
officers of the battleship thereupon solemnly assume the role of
life-savers and after having wrought such terrifie destruction
they brazenly ask Congress to bestow upon them the life-
saver's medal for having rescued from the waves some of those
whom the frightful blunder of those same officers had thrown
into the jaws of death. :

If you expect from the people of this country, when the facis
are fully known, a reward for such a feat, yon will find yourself
bitterly mistaken. Our people will not scrap that battleship, but
they will place it under the command of more worthy officers
and they will visit upon those guilty for such a erime the pun-
ishment they richly deserve.

This letter I respectfully commend to your thoughtful con-
sideration and study ; and let me express the hope that in your
future speeches in defending the management of our great Fed-
erdl reserve system, which is capable of being of such tre-
mendous value to our whole country and in which you hold so
important an office, yon will be more correct in the presentation
of your arguments and claims and not stray so far from truth
and fact.

Yours very truly, JoHN SEELTON WILLIAMS,
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“There are many economists who persist in their belief that
the ruthless policy of deflation adopted by our financial man-
agers after the war was largely responsible for the great de-
pression that swept like a plague over the land, and from the
ravages from which our industries are just beginning to make
a progressive recovery; * * ¥ there are many well-equipped
business men, among them our exporters almost to a man, who
still maintain that less drastic measures could have been
adopted, or, at least, applied wilth less suddenness and Se-
verity, * * *

ws * * the Federal Reserve Board was pursuing its policy
of deflation ruthlessly, and the regional banks, as @ result
thereof, were piling up enormous profits and building gilded
palaces from the sweat of the brow of American business.”
(New ]York World, June 19, 1922, 8. S. Fontaine, financial
editor.

It seems incredible, but it is nevertheless true, that four Fed-
eral reserve banks—New York, Boston, Cleveland, and Chi-
cago—had, before the scandal was made public, planned, and
acere, with the sanction of the board, proceeding with the erec-
tion of banking palaces the aggregate cost of which was esti-
mated, according to the confession made by ihe Federal Reserve
Board in its report to the Senate, at $49,878,91}.

This huge sum of money, nearly fifty million dolars, if it
fiad been applied to the erection of Federal bonded warehouses
in the South, together with the warehouses already available,
would have provided storage for the entire cotton crop of the
Rowuth, or, say, 10,000,000 bales; or, if it had been appropriated
for the erection of grain elevalors and iwarehouse facilities for
agricultural products in the West, would have afforded invalu-
able aid and given infinite benefit and relief to tens of millions
of our people instead of being squandered on costly banking

palaces for the sumptuous delectation of four reserve banks,

An eminent man of very high standing, writing recently from
the North concerning this scandal, said:

“If you think the Tweed ring in their days and ways was
any comparison with the Federal Reserve Board transaction
you misapprehend the size. I lived in those days and I remem-
ber their semsations, which were tame when compared with
these. If only the same men who got after Tiweed could get
after these they would prove an ornament to the generation and
iave a life estate that would perpetuate the recollections.”

In connection with the millions of dollars ruthlessly wasted
by the reserve banks, it is interesting to note that the Reserve
Board's report to the Senate shows that in the New York Re-
serve Bank 33, or 80 per cent, of its officers had been given
salary increases amounting in the aggregate to 340 per cent,
while the aggregate increase granied to 12 of those officers was
546 per cent. :

A former member of the Federal Reserve Board, a man of
ability and broad progressive ideas, with whom I had the honor
of serving on the board, who had seen its operations on the
inside and who is also particularly well informed as to the
credit situation in the West, to whom I had sent a copy of my
address before the People’s Reconstruction League, in which I
exposed abuses and errors in the administration of the system
and called for reform, wrote me, upon its receipt, a letter in
qhich he said frankly:

s We all feel just as you do.”

Within the past few weeks a bill has passed Congress by a
big majority and has been signed by the President which limits
the expenditures which may be made for any one Federal re-
serre bank building without the express authority of Congress
to $250,000; which adds an additional member to the board and
provides for giving the great agricultural interests of the
country representation on that board.

Aluch has already been accomplished toward correcting the
grave abuses in the administration of the Federal reserve sys-
tem 1o which attention has been directed, but much still re-
mains to be done. The power of public opinion, however, when
once aroused is irresistible.

In a letter to Mr. Williams from Washington, under date of
March 18, 1922, a distinguished publicist and author, in re-
ferring lo exposures concerning the mismanagement of the
Federal reserve system, which he describes as “ gtartling
revelations,” said:

“ Here is a national scandal. What is the reason the news-
papers ignore it? Believe me, they would not have ignored it
25 years ago, nor the magazines 15 years ago. The fact of the
suppression is morve momcntous than the scandal that is sup-
pressed, tremendous as that is. These are disquieting condi-
tions.” 3

“ T agk attention to the important fact that not a single one
of the many serious criticisms and charges which it has been
my unpleasant duty, in behalf of our Federal reserve system
and in the public Interest, to make against the administration
of the reserve system has ever been refuted. They stand to-
day unshaken and unshakable'—(John Skelton Williams in
letter printed in CoxcressioNAL Recorp December 10, 1921.)

“ Right and wrong are in the nature of things. They are
not words and phrases, They are in the nature of things, and
if you transgress the laws laid down, imposed by the nature of
things, depend upon it, you will pay the penalty.”"—(Lord
Morley.)

_ (Copies of other published letters and addresses by Mr., Wil-
liams in behalf of a betfer management of the Federal reserve
?frste)m may be obtained, while the supply lasts, upon applica-

on.

The following extracts from an editorial which appeared in
the columns of the Manufacturers’ Record, of Baltimore, of
August 11, 1921, show the effect which an aroused public opinion
and the revelations made by Mr. Williams in his speech at
Augusta, Ga., July 15, 1921, and his eriticisms and disclosures
made in preceding months as to the policies and administration
of the Federal Reserve Board had in bringing about a reversal
of 1hoge policies and a relazation in money and crédit conditions:
FEDERAL RESERVE BOARD FORCED TO REVERSE ITSELF HURRIEDLY

DRASTICALLY ALL ALOXKG THE LINE—SIGNIFICANT DEVELOPMENTS.

“ It had been arranged that Mr, Williams should testify be-
fore the joint committee of the Senate and House of Repre-
sentatives now investigating agricultural conditions, on Tues-
day, July 26, and Mr. Willilams was in Washington prepared
to go on the stand. He was informed that a postponement until
the following Tuesday had been decided on.

“ During the intervening week there were some spectacular
events filled with meaning. The White House, for instance,
zave out a statement intended to show the accomplishments of
the administration to date. In that statement emphasis was
laid, strongly laid, on the fact that a change in the policy of the
Federal Reserve Board had been brought about; that the redis-
count rate had been forced doiwcn, and it was intimated that it
would be forced still furthed dowen., * * *

“A week’s delay meant that the Federal Reserve Board could
come into court, say, with cleaner hands. Likewise it would
not be the disposition of the investigating committee, we may
assume, to press the board too hard. provided that before the
hearing it held, let us say, definite promises from the board that
it was already quietly correcting some major abuses and could
show, forsooth, that—

“(a) It had ordered a return in the Atlanta district of the
usurious graduated charges made last winter.

“(b) That it had abandoned the graduated rates entirely.

“(e) That it was not now coercing State banks.

“(d) That it would no longer compel indiscriminate liguida-
tion, etc.

“(e) That it had given orders for liberality in financing this
season’s crops.

“ Instantly, we may say, following news that there would
be a congressional investigation, the board drew over its lion’s
skin the mantle of a lamb. It would not be able to answer Mr.
Williams on the date originally set for the hearing, it averred,
but it eould a week later.

“This significant fact stands out: Mr. Williams, reinforced
by public opinion from all over the United States, had scored a
tremendous victory before he even took the witness stand.
His Augusta speech had forced the issue.

« Rather than meet it, the board hurriedly and drastically
reversed itself all along the line, It (a) saw that rediscount
rates were cut; (b) abandoned the system of graduated rates;
(c) receded from drastic liguidation of farm products, urging
the various reserve banks to be liberal hereafter and not to
force on the market commodities for which only rulnous prices
could be got.

“Tf it had not done these things the personnel of the board
would have dissolved and a new board, responsive to common
sense and public opinion, would have sat in its place. e A 3

«The comment of one Congressman on the sitwation iz very
enlightening. ‘If you accuse the board, he says, ‘of having
brought about this great debacle, the members deny that they
are in any way responsible. Bul if you congratulate the board
on having knocked the boitom out of the markets and on _having
raised the gold reserve ratio to a point that is tn itself n
national scandal, they one and all take off their hats, bow
solemnly and say, ** We thank you; we did it "

ARD
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Ricamono, VA., May 26, 1922.

M. B. WeLLBoRN, Hsq.,
Governor Federal Reserve Bank of Atlanta.

DEear GoveErnor WELLBORN : Some one has sent me a clipping
from the Mobile Register of the 20th instant containing what
purports to be copious extracts from a speech made by you
before the Alabama Bankers' Association, devoted in large
part to the defense of the management and policies of the
Federal reserve system. The newspaper report quotes you as
saying:

“I have attended all the conferences of both governors ang
chairmen with the Federal Reserve Board at Washington,
and that, therefore, you feel that you are “ pretty thoroughly
posted regarding the policies of the Federal reserve system
ever since it began operations.”

Your alleged address contains a number of sweeping state-
ments which are exceedingly misleading and directly contrary
to the record and official figures; but I shall not go into them
all in this letter. My purpose at the moment is to deal with
a particular statement, as to the accuracy of which you boldly
challenged eriticism,

As you very well know, I am not and have not been a critic
of the Federal reserve system, but I am a critic of the ad-
ministration of that system, and I have denounced its errone-
ous policies, its extravagance, and its mismanagement, and I
think I have proved all of my charges.

Although your challenge is nof, therefore, directed to me, I
shall accept it. The particular statement which you challenge
critics of the reserve system to refute was this:

“In view of the fact that the reserve banks extended their
accommodations to member banks around $1,000,000,000 from
January 1, 1920, to January 1, 1921, who has the temerity to
say that there was a constriction of currency or restriction of
credit? I challenge the severest critic of the Federal reserve
system to successfully refute this statement.”

I deny your statement that the reserve banks * extended
their accommodations to member ranks around $1,000,000,000
from January 1, 1920, to January 1, 1921, and in support of
this denial I give you the following figures, taken from the
official bulletin published by the Federal Reserve Board :

Total amount of bills discounted and bought
paper held by all 12 reserve banks January
2, 1920 :

Total amount of bills discounted and bought
paper held by all 12 reserve banks December
30, 1920 2, 974, 836, 000

$2, 805, 818, 000

The actual inerease for the period mentioned by
you therefore was 169, 018, 000

and not * $1,000,000,000,” or even approximately, or “around
$1,000,000,000.” If these official figures, taken from the Federal
Reserve Board Bulletin, are correct, your statement is grossly
incorrect and misleading, and I respectfully ask that you in-
form me whether you have been correctly quoted by the news-
paper. If you have been correctly quotedl I ask that yon give
me the official figures to corroborate your claim that there was
an expansion of “around $1,000,000,000" in the period men-
tioned, and give me the source of your authority.

The dates which I have given above in the first instance was
“January 2, 1920," instead of “ Janunary 1, 1920, and in the
second instance I give “December 30, 1920,” instead of “ Janu-
ary 1, 1921,” for the reason that the Federal Reserve Bulletin
publishes the figures at the close of each week, and T have not
the exact figures for the precise dates you mention; but the
difference of a day or. two will make no material change.

The statements made in your address, as quoted in the news-
paper, Indicate that your remarks and claims apply to the Fed-
eral reserve system, and not only to a Federal reserve bank.
How far you intend your sweeping statements to cover other
Federal reserve banks I do not know; but a speech made by
Representative Swine in the House of Representatives on May
23, 1822, which I have just read In the CONGRESSIONAT Reconp,
suggests how matters were handled in the twelfth Federal re.
serve district, Congressman Swinc said:

“1 can not understand how men can continue to deny that
the deflation policy adopted by the Federal Reserve Board was
not deliberately aimed at the farmers of this conntry. I was
present at a meeting of the bankers of southern California,
held at El Centro, In my district, in the middle of November,
1920, when W. A, Day, then deputy governor of the Federal
Reserve Bank of San Francisco, spoke for the Federal reserve
bank and delivered the message which he said he was sent
there to deliver. He told the bankers there assembled that

they were not to loan to any farmer any money for the purpose
of enabling the farmer to hold any of his erops beyond harvest
time. If they did he said the Federal reserve bank would re-
fuse to rediscount a single piece of paper taken on such a trans-
action, He declared that all the farmers should sell all of
their crops at harvest time, unless they had money of their
own to finance them, as the Federal reserve bank would do
nothing toward helping the farmers hold back any part of their
€rop, no matter what the condition of the market.

“Mr, Coorer of Wisconsin. Did the gentleman from Califor-
nia hear that?

“Mr. Swing, I did, * * » /

“The Federal reserve bank deliberately set out to ‘ bear’ the
market. They succeeded so well that they broke the market;
not only broke the market but broke the farmers as weill. We
there saw the strange spectacle of the farmer citizens of this
country being ruined by being forced to sell their products on a
glutted market at less than what it cost to grow them, as a
direct result of a policy adopted by their own Government, a
Government created to ald them, not to harass them, I say it
was eriminal, it was damnable for this all-powerful agency of
our Government to deliberately crucify the farmers of this
country.” * *

It is unnecessary for me to express here an opinion on the
question related by Judge Swine, the Congressman from Cali-
fornia, or on the pelicies prevalent in that district. My views
on the administration of the Federal reserve gystem are well
known to you.

Before closing this letter, however, there is another state-
ment in your speech, as reported, to which I must take excep-
tion. You are quoted as saying:

“ So far as the farmers were concerned, we at no time denied:
them eredit. Our officers and directors recognize that agricul-
ture is foremost of all industries in this district, and conse-
quently we have ever been watchful of the needs of the smaller
member banks which serve directly the farming interests. In
the summer of 1920, when the progressive rates were in effect,
we took the precaution to exempt from the operations of the
progressive-rate schedule borrowings of member banks on paper
the proceeds of which were used for agricultural purposes
This action on our part gave our member banks ample credit to
take care of their agricultural customers to the fullest extent,
I desire to call your attention to the sympathetic attitude of
our board of directors to the farming interests.”

Despite this statement, which you are quoted as making at
Mobile to the Alabama Bankers’ Association, the official records
show that in September, 1920, in making advances to a small
country bank in Alabama, whose loans were nearly all to farm-
ers and livestock raisers, you not only did not exempt from
the operation of the progressive rate farmers' paper bhut you
charged for the accommodations granted to that bank interest
as high as 874 per cent on a portion of its loans—the average
interest charged for the use of about $112,000 for the last two
weeks in September being about 40 per cent.

The statement made in your address at Mobile that you
“took the precaution to exempt from the operations of the
progressive-rate schedule borrowings of member banks on paper
the proceeds of which were used for agricultural purposes
impresses me as being inconsistent with a statement which you
made to Governor Harding in a letter dated February 21, 1921,
in which you said, categorically, that the exemption of farmers’
paper from the normal line and the progressive-rate schedule .
“was being granted only to the extent of the capital and sur-
plus of the borrowing bank.”

The ecapital of that small bank was $25,000, and, according
to the official figures, it appears that you were good enough to
let them have about $2,765 at the rate of about 6 per cent per
annum ; but as the bank found it necessary to borrow something
over $110,000 to meet the urgent needs of its customers, prinei-
pally farmers, you exacted for the next $34,000 in excess of
$2,705, which the bank had to have, an average of about 21
per cent.

For the next $27,000 which the bank had to borrow the bank
was required to pay for some of the money as high as 50 per
cent—an fAverage of about 40 per cent per annum.

For the next $34,000 with which the reserve bank accommo-
dated this little country bank it demanded and received an
average of over 60 per cent, for a portion of the funds exacted
T5 per cent, and for the last $7,000 or $8,000 gotten at that
time the bank paid an average of over 80 per cent per annun:;
for a portion of the money they actually paid 874 per cent.

Is this, may I ask, an illustration of what the newspaper
report states that you described to the bankers at Mobile as
“ the sympathetic attitude of our hoard of directors™?

I do not think you will deny these figures.
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In letters addressed to the Federal Reserve Board and in
public addresses, I demanded early in 1921 that these uncon-
scionable and barbarous rates exacted from farmers and busi-
ness men by reserve banks be refunded to them, and I under-
stand that pursuant to my demands and warnings the Reserve
Board did pass a resolution authorizing certain reserve banks
to make restitution of interest exacted in excess of 10 per cent
or 12 per cent. The official records show that resolutions
offered by me in the Reserve Board in February, 1921, to pre-
vent the exaction of interest in excess of 10 per cent by reserve
banks were voted down by my colleagues,

Later on, after public attention had been called to these
abuses and exactions, the progressive interest rate was abol-
ished in reserve banks in which it was still in force.

I think it due to you that I should state here that the efforts
of the Federal Reserve Bank of Atlanta in the summer of 1920
to adopt a more liberal policy toward its member banks were
frustrated and prevented by the refusal of the Federal Reserve
Board itself to act favorably upon recommendations looking
toward a more liberal policy which were made to the Reserve
Board by the officers and directors of the Federal Reserve
Bank of Atlanta.

I hope to receive a prompt reply to this letter, in which I
have directed your attention to the very misleading and incor-
rect statements which you, the governor of the Federal Reserve
Bank of Atlanta, are reported to have made before the Ala-
bama Bankers Association at their recent meeting.

If you have been Incorrectly quoted, I respectfully submit
that you owe it to yourself to make public correction. But if
you have made the statements attributed to you by the news-
papers to which I have referred, I must denounce the utter-
ances referred to as misleading, incorrect, and contrary to the
official records accessible to you, and call upon you as the
governor of the Federal Reserve Bank of Atlanta to give your
authority for the statements so wholly unjustifiable.

It is a very serious thing for you to inform the public that
between two certain dates the Federal reserve banks granted
an increase in accommodations of * around $1,000,000,000™ if
official records available and presumably familiar to you show
that the expansion referred to was scarcely one-sixth of the
amount stated by you if you do not exempt * bought paper,”
or even if you exempt “ bought paper” for the period indicated
the aggregate increase was scarcely one-half of the amount
that you represented it to have been. I am wondering what
excuse you will offer for such a glaring discrepancy in the
presentation of deeply important and significant figures,

Until you shall have had a reasonable opportunity to advise
me as to whether the newspaper reports of your speech are cor-
rect, T shall prefer to assume that you have been incorrectly
quoted and did not make the statements contained in the
article.

Awaiting your reply, I remain,

YVery truly yours,
JoHN SKELTON WILLIAMS.

"EPERAL RESERVE BANK OF ATLANTA,
OrrFice oF GOVERNOR,
June 1, 1922,
Joux Skerton Winniams, KEsq.,
Care of Richmond Trust Co., Richmond, Va.

DeAR MR. WiLLiams: Replying to your letter of May 26, I
wish to say that I am surprised to note that you criticize the
Federal Reserve Bank of Atlanta for the effect of the opera-
tion of its progressive rate schedule in the autumn of 1920, for
the reason that you, as a member of the Federal Reserve
Board, were present at the meeting of the board on May 28,
1920, when these rates were approved by that bedy; and you
did not vote against our bank’s putting them into effect.
Again, on August 81, 1920, when the Atlanta Reserve Bank
sought to abolish the progressive rates, you attended the
meeting at which the board declined to permit us to do so;
and you did not then vote in favor of allowing us to terminate
the operation of this progressive rate schedule. Thus you
not only took part in the meeting where the rates:were ap-
proved which you now so loudly condemn but you also took part
in the meeting of the board where that body refused to allow
us to get from under those very rates, for which you now so
severely criticize us. On the contrary, you held us chained
to the rocks, to be preyed upon later by yourself and other
critics, I contend that you can not now escape from the
respongibilities of your actions while you were a member of
the board, but are bound to assume all mistakes—if any—
where you participated in its deliberations.

I want to impress the fact upon you that the meeting of
the Federal Reserve Board on this guestion which yuug at-
tended was held on August 81, 1920, this being several weeks
prior to the time the high progressive rate was charged the
4labamn bank to which you refer. Had you then, by official
action, heeded the request of the Atlanta Reserve Bank to
abolish the progressive rates, the incident of the Alabama
b&nk——‘yvhich You so frequently refer to as the * horrikle ex-
ample "—would never have occurred. Therefore, it seems fo
me that, in view of your official actions at that time, it is im-
proper for you to now parade this matter and endeavor to
make capital out of it in order to work up a plausible case
against the Federal Reserve Board and the Atlanta Reserve
‘I?ank. The record is so clear as to your participation in this

awful crime” that I think the officets and directors of the
Atlanta bank might well exclaim with Cmsar “ Et tu, Brute!"”
apd with Brutus, * This was the most unkindest cut of all,”
tlhoulil rel?iord i}l;lef thesehmatters_was published in the report of

e hearings ore the Joint Commissio - -
e b e n of Agricultural In

In referring to my address delivered at Mobile on May 19,
1922, you take exception to the following statement: “ In view
of the fact that the reserve banks exlended their accommoda-
tions to member banks around $1,000,000,000 from January 1,
1920, to January 1, 1921, who has the temerity to say that there
was a contraction of currency or a restriction of credit?” Pre-
ceding that statement, 1 showed that there was an increase of
approximately $328,000,000 in Federal reserve notes during the
period between January 1, 1920, and January 1, 1921. The only
correction I wish te make in any figures which I gave is this:
I should have said that the Federal reserve banks extended ac-
commodations to their members around three billion dollars
instead of one billion. Your own figures bear me out In this.
I beg that you will note carefully that I used the word “ex-
tended ” and neither the word *increased ” nor the word “ ex-
panded,” as you seem to have understood from your criticism.
These last two words were not used by me at all in the parts
of my address you quofe.

The figures I have from the Federal Reserve Board show an
expansion of $472,000,000 in discounts for the year 1920. This
in itself conclusively shows that there was no contraction of
loans, but, on the contrary, a very large increase,

Permit me to again refer to your record when, as Comptroller
of the Currency, on December 6, 1920, your official report to Con-
gress reads in part as follows: “ Largely through the aid and
excellent functioning of the Federal reserve system, the busi-
ness and banking interests of the country have passed success-
fully through the perils of inflation and the strain and losses of
deflation without panic and without the demoralization which
has been produced in the past at various times from far less
gerious and racking causes. Those banking and other interests
whieh, at the outset, so vigorously opposed the Federal reserve
system are now among its warmest advocates.”

In your letter to me you say that you are not a critic of the
TFederal reserve system, but that you are a critic of the admin-
istration of that system. Really I am at a loss to understand
your attitude, for, as I have shown in the beginning of this let-
ter, you criticize and condemn a Federal reserve bank for the
operation of the progressive rate schedule in the case of a small
Alabama bank ; and yet, as I have pointed out, it appears clearly
from your official record that you not only approved those rates
when they were adopted but you later refused to vote to allow
the Atlanta bank to discontinue them when the hardships which
their continued application would entail had become increas-
ingly manifest.

In the above quotation from your report to Congress you
speak of *the excellent functioning of the’ Federal reserve sys-
tem.” If you meant what you then wrote, it seems to me that
this statement constitutes a strong indorsement of the adminis-
tration of the system, Permit me to call your attention to the
fact that this was written immediately after the crisis of 1920,
at a time when all events were fresh in your mind and yon were
best able to make a calm survey of the situation. What has
caused your radical change of view T am unable to comprehend.

I still maintain that our board displayed a sympathetic atti-
tunde toward the farming interests, as shown by its action in
exempting from the operation of the progressive rate schedule
borrowings, up to the eapital and surplus, of member banks on
paper the proceeds of which were used for agricultural pur-
poses. In my address at Mobile I regret to say that the words
“up to the capital and surplus” were inadvertently omitted,

Very truly yours,
M. B. WELLBORX, Governor.
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FEDERAL RESERVE BANK OF ATLANTA,
: June 20, 1922,
Mr. Jou~x SKELTON WILLIAMS,
Richmond, Va.
' DeAr Me. Wirtiams: This is to acknowledge receipt of your
letter of June 10.

It is my opinion that this communication requires no answer.
I simply wish to close the correspondence between us by
making the statement that the keynote of my Mobile speech is
to be found in the following words: “There was no deflation
of Federal reserve bank credits nor any diminution of Federal
reserve notes for the period of the tremendous fall of prices
in agricultural produets which took place in 1920.” I do not
believe that this statement can be successfully assailed.

In your letter you are at particular pains to lay stress upon
the question as to whether or not you were present at the
meeting of the Federal Reserve Board on August 31, 1920. I
accept your explanation for what you intended it to be, and I
am sure that you much regret by now not paying closer atten-
tion to your duties as a member of the Federal Reserve Board
during the crisis which developed in the autumn of 1920,
Surely, by virtue of your official position, you were then much
more able to be of assistance to the economically oppressed
of the country than you are in your present situation.

I have heard you upon occasion chastise verbally directors
of banks when their sole fault was a failure to find out what
was going on in the institution with which they were connected.
Consistency demands that you now apply just as stringent a
rule to your own conduct in the fall of 1920. The Atlanta
bank was at that time endeavoring, by every means in its
power, to secure the abolishment of the progressive rates. We
must surely be given eredit for our foresight in sounding the
alarm. I believe that we were the only reserve bank which
recommended the discontinuance of the progressive rates at
that time. Perhaps if you had kept up more closely with the
doings of the Federal Reserve Board the famous Alabama case, of
which you so persistently complain, would never have occurred.
Who, if anyone, ig to be blamed for what happened? Surely
not the Atlanta bank, and you yourself, being a member of the
Federal Reserve Board, ean not escape responsibility for its
actions. 7

Very truly yours,
M. B. WELLBORN, Governor.

RicaMOND, VA, June 2}, 1922,

Mr. M. B. WELLBORN,
Governor Federal Reserve Bank of Atlanta,

DeAr GOVERNOR WELLBOEN: I have your letter of the 20th
instant.

You are decidedly mistaken in your assumption when you
say :

“1 am sure that you [I] must regret by now not paying
closer attention to your [my] duties as a member of the
reserve board during the crisis which developed in the autumn
of 1920. Surely by virtue of your official position you were
then much more able to be of assistance to the economically
oppressed of the country than you are in your present situa-
tion.” t !

I have no apologies or regrets whatsoever to offer in that
connection, for no duties were ever shirked by me either as a
member of the board or as the Comptroller of the Currency.
The record will bear ouf this plain statement.

Page 172 of the hearings before the Joint Commission of
Agricultural Inquiry shows that I was present during the whole
or part of 851 of the 1,283 meetings of the reserve board held
from August 10, 1914, to March 2, 1921,

In my address at Washington April 15, 1921, before the
People’s Reconstruction League, in speaking of my occasional
absence from meetings of the board when so much time was
wasted in trivial discussion while important matters were over-
looked or sidetracked, I said:

“ I really felt that I could employ my time more usefully than
in attending board palavers and in listening to discursive dis-
cussions, beginning nowhere and ending in precisely the same
place, conducted by eminent gentlemen.”

Incidentally T am reminded of a witticism of a distinguished
member of the Cabinet, who, when he heard that soon after the
organization of the board much valuable time had been dissi-
pated on different occasions by some of the members—infor-
mally, of course—in discussing where they should be placed at
public receptions and what the position of the board members
was compared with other public functionaries in Washington,
remarked that in his opinion members of the Federal Reserve
Board ought to be allowed to march immediately after the

“ fire department.” That, for the time being, had the effect of
putting a quietus npon the social soarings of some of my es-
teemed and ambitious colleagues. Subsequent events, how-
ever, suggest that members of the Federal Reserve Board, re-
sponsible for certain deadly policies, might, with some pro-
priety, come some distance after any department of the Govern-
ment whose energies were devoted to the preservation rather
than the destruction of property and life.

In a previous letter you referred to my testimony before the
Joint Commission on Agricultural Inquiry in August, 1921,
Possibly you have not read carefully the whole of my testimony
at that time, If you had done =0, you would have realized that
the record shows that I expostulated and protested repeatedly
against the unwise policies of the board and urged change
and reformation. If I had been present at the board meeting
of August 31, 1920, you allude to, I have not the slightest idea
that with the board composed as it was then that my protest
against a continuance of the Atlanta bank's progressive rate
would have availed. As a matter of fact, at a meeting of the
board earlier in' the same month 1 had urged a liberalization
ofiits policies, but my arguments and remonstrances were in
vain.

I will remind you of the following statement, made by me
before the Joint Commission on Agricultural Inquiry in August
last, showing my attitude in the matter of the progressive rates
charged by certain reserve banks:

I did approve of the theory of some increase on excessive
loans, but it never entered my mind, in discussing the question
of progressive rates, that any such increases as those exacted
subsequently would ever be considered for a moment or ever
be tolerated, or if the rules ever produced such rates, that they
would not be immediately modified. * * *

“I do not recall whether I was present at the particular
meeting of the board which took that action, but you may
assume that I was. But if I did vote for it, I never contem-
plated for an instant that it could be so distorted and abused.
The main point is, when I found out how it was being mis-
managed, I tried immediately to do away with it.”

As to your statement that as a member of the board I was
then in a position to be of more assistance to thz “ economically
oppressed ” than in my * present situation,” I think the record
will probably show that I have been able to accomplish more
in this particular matter by influencing public opinion, as I
have tried to do, from outside of the board than I was by
direct appeals to my colleagues while a member of the board. -
On this point I shall take the liberty of quoting the following
extract from an editorial which appeared in the Manufacturers’
Record of August 11, 1921. It refers to certain things that
happened in Washington shortly after my address to the
Georgia Press Association, in which I had felt it my duty to
expose and criticize what I considered to be errors and abuses
in the administration of the reserve system and demanded a
change:

“It had been arranged that Mr, Williams should testify
before the joint committee of the two Houses, now investigat-
ing agricultural conditions, on Tuesday, July 26, and Mr. Wil-
liams was in Washington prepared to go on the stand. He was
informed that a postponement until the following Tuesday had
been decided on.

“During the intervening week there were some spectacular
events filled with meaning. The White House, for instance,
gave out a statement intended to show the accomplishments of
the administration to date, In that statement emphasis was
laid, strongly laid, on the fact that a change in the policy of the
Federal Reserve Board had been brought about; that the redis-
count rate had been forced down, and it was intimated that it
would be forced still further down. * * =

“A week’s delay meant that the Federal Reserve Board could
come into court, say, with cleaner hands. Likewise, it would
not be the disposition of the investigating committee, we may
assume, to press the board too hard, provided that before
the hearing it held, let us say, definite promises from the board
that it was already quietly correcting some major abuses and
could show, forsooth, that—

“(a) It had ordered a return in the Atlanta district of the
usurious graduated charges made last winfer;

“(b) That it had abandoned the graduated rates entirely ;

“(e¢) That it was not now coercing State banks;

“{(d) That it would no longer compel indiscriminate liguida-
tion, ete.; and

“(e) That it had given orders for liberality in financing this
season's Crops.

“ Instantly, we may say, following news that there would be
a congressional investigation, the board drew over its lion’s
skin the mantle of a lamb. It would not be able to auswer
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Mr. Williams on the date originally set for the hearing, it
averred, but it could a week later.

“ This significant fact stands out: Mr. Williams, reinforced
by public opindion from all over the United Sitates, had scored a

_tremendous victory before he even took the witness stand. His
Augusia speech had forced the issue. Rather than meet it, the
board hurriedly and drastically reversed itsclf all elong the
line. It (a) saw that rediscount rates were cut; (b) aban-
doned the sysiemn of graduaied rates; (c) receded from drastic
liguidation of farm products, urging the verious reserve banks
to be liberal hereafter and not to force on the markel com-
modities for which only ruinous prices could be got. If it had
not done these things, the personnel of the board would have
dissolved and a new board, responsive to common sense and
publie opinion, would have sat in its place.”

You say that you have heard me upon occasion criticize * di-
rectors of banks when their sole fault was a failure to find out
what was going on in the institution with which they were
connected,” and you remark, “ Consistency demands that you
now apply just as stringent a rule to your own conduct in the
fall of 1920.” I am quite willing to apply such a rule. I had
obtained information in regard to mistakes of management and
abuses which I endeavored earnestly to correct, but yet there
appeared to be, at times, a studied effort to keep from me infor-
mation upon matters which my , or some of ithem,
knew or thought I would not approve. I invite your attention
to the following extract from my letter to Senator OvERMAN of
December 2, 1921:

“The people of the country have unfortunately been kept
in ignorance of scandalous conditions upon which the light of
publicity has now been thrown. While Comptroller of the Cur-
rency and member ex officio of the reserve board, I tried
earnestly and persistently, as the record clearly shows, to
correct evils and to effect reforms as I learned of the neces-
sity for them, but I have reason to believe that there was a
studied effort at times to keep from me a knowledge of such
things. Referring to certain errors, omissions, and operations
in connection with which the New York Reserve Bank had been
criticized Governor Strong, of that bank, in testifying before
the Agricultural Commission in Washington, on August 9, 1921,
with ostrich-like assurance declared, *Now, the comptroller
(Mr.  Williams) did not know anything about these things.’

“¢‘He was not running the Federal Reserve Bank of New
York. And I never discovered anything in his attitude that
invited very frank discussion of these matters, and did not
consider that it was very much of his business.”” (P. 709, Agri-
cultural Inquiry Hearings.)

Youn refer to the board’s balking the efforts of the Atlanta
bank for permission to deal more liberally with member banks.
You know, for I have had ocecasion to inform you on more than
one occasion, that I endeavored to persuade the board to give
the Iteserve Bank of Atlanta permission to deal more fairly
with its members, especially in the matters of loans on Gov-
ernment bonds, and you yourself have more than once ex-
pressed your appreciation of the assistance which I endeavored
to render you.

I should, indeed, be filled with regret if I should imagine
that an additional remonstrance from me which would have
been effective in preventing the imposition of the cruel and un-
usual rates inflicted by the Atlanta bank under its progressive
rate plan was not given.

But there is no reason to believe that such a reguest from
me at the time you speak of would have been any more effective

than those which I had already made so earnestly. As to the |

attitude of the board in those days, let me remind you of the
suggestion quoted by an eminent member of the board at that
time with seeming approval, and which was referred to in my
speech at Augusta in July last, that “ it was better to be unani-
mous than right,” surely a sordid parody on the utterance of
the great American statesman who declared that he had “ rather
be right than President.” L

Let me say in conclusion that if you knew all of the facts
of the case you would probably agree that the then Comptroller
of the Currency was a truer friend of the Federal Reserve Bank
of Atlanta and of that district than any other member of the
board. I not only voted in 1914 as a member of the original
organization committee (the other two members being the Sec-
retary of the Treasury and the Secretary of Agriculture) to
locate the bank in Atlanta, but I interposed earnestly to check
or prevent movements which were started several times for the
abolition or removal of the Atlanta Reserve Bank, while the
governor of the board, the only other southern man on the
board, impressed me as being not only unsympathetiec with the
Atlanta bank but I might say at times hostile to it,

The official records of the board, if they have not been de-
stroyed, il throw an interesting light on the efforts of cer-
tain members of the board to abolish three or four of our
reserve banks. I have in miy possession an important docu-
ment bearing on that subject which will make interesting read-+
ing for a good many people if it should be made publie.

Yours very truly,
JoHN SKELTON WILLIAMS,

JUNE 29,
M. B. Wrrisorn, Esq., o I
Governor Federal Reserve Bank of Ailanta.

Dear GoveaNor WELLBORN: I have your letter of the 26th?

iéi;st‘%nt and I am glad to know that you do appreciate my work

n.

I thought it a little strange that you should seem to reproach
me for neglect of duty, but I did not permit your taunt to dis-
turb my equanimity, for, in the language of the bard whom you
quoted in your letter of the 1st instant, I felt that my position
was so impregnable that I eould afford to let your criticism
“ pass me by as the idle wind, which I regard not.”

If the Comptroller of the Currency had been negligent of his
duties we would hardly have had the record which was shown
in 1919 of 8,000 national banks under supervision, with 20,000,-
000 depositors and twenty billions of resources and mnot one
dollar of loss to any depositor by the failure of & national bank
in \gﬁh entire bcet;i:ngiy If:: trhat whole year,

my s or yourself personally and for th
Federal Reserve Bank of Atlanta and our great I&dera.l reeervg
system as well, I remain,
Sincerely yours,

—

JOHN SKELTON WILLIAMS.

FroERAL RESERVE BANE OF ATLANTA,
OFFICE OF THE GOVERNOR,
July 3, 1922.
Hoo. JoBR SEELTON WILLIAMS, i i
Richmond, Va.

DEeAR MR. WitLiams: I am in receipt of the pamphlet printed
by you and eontaining in full your reply to my letter of June 1,
which was itself not accorded the privilege of publication.
‘Without consulting me on the subject at all yon have taken it
upon yourself to reproduce garbled extracts from my letter,
which procedure I regard as being unfair to me and unethieal
on your part. In fact, no similar example of a correspondent’s
taking advantage of another in this fashion has ever come to
my notice. Evidently you are reluctant to allow my letter to
appear side by side with yours, that an impartial reader might
Judge between us with full knowledge of the facts of the case
and iwit]:l the arguments for both sides presented for his consid-
eration.

The whole business suggests to me nothing so much as a box-
ing match supposed to be held between two fair and upright
opponents, where immediately after the sound of the gong one
boxer strikes the other a foul blow beneath the belt. I believe
that your action would be so regarded by any fair-minded ref-
eree. I marvel how you can reconcile such tactics with the
clear conscience you so continually profess.

Yery truly yours,
M. B. WELLBORN, Governor.

Ricumonn, VA, July 15, 1922,

Mr. M. B. WELLBORN,

Governor Federal Reserve Bank of Atlania.
. Dear Sm: Absence from Richmond prevented an earlier ac-
knowledgment of your letter of July 3, in which you eomplain
bitterly that I should have given publicity to my letter to you
of June 10, which, I frankly admit, is a severe and, I believe,
an unanswerable indictment of yourself and certain others in
the management of our Federal reserve system.

My letter referred to was official and not personal. You
apparently regarded it as unanswerable, for after contemplat-
ing it for more than a week you wrote me on June 20:

“This is to acknowledge receipt of your letter of June 10. It
is my opinion that this ecommunication requires no an-
s“r.” ® L ] *

You did not in your letter attempt to deny or refute a single
charge or statement contained in my letter. But after asserting

1 The letter here referred to was a letter dated June 26, 1822, from
Governor Wellborn, marked " Personal,” strongly commending Mr. Wil-
llams for his work both as Comptroller of the Cm'rerw{’ and member
of the Federal Reserve Board, which Mr. Wellborn in a subsequent letter
besought Mr, Willlams not to make public,
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in vour reply that during a certain portion of the period of fall-
ing prices Pederal reserve credits and notes did not decline you
offered the suggestion that I probably regretted that I did not
pay closer attention to matters in the Federal Reserve Board
while I was a member of that body, and after commenting that
I ought to have been better posted as to what was taking place
in the board you again suggested that the reserve board and
not the Atlanta Reserve Bank should be blamed for the mon-
strous interest rates exacted in your district.

1 answered your letter of June 20 on June 24, called your
attention to the fact that I had been present at the whole or
part of 851 of the 1,283 meetings of the board while I was a
member of it, informed you that I had no apologies or regrets
whatsoever to offer as far as I was concerned, as no duties had
ever been shirked by me as a member of the board or as the
Comptroller of the Ourrency. The records of the eomptroller’s
office, which show that for the year 1919, with 8,000 national
banks under my supervision and with over twenty billions of
resources, there was not one dollar’'s loss to any one of the
20,000,000 depositors from a failed bank, do not suggest negli-
gence there.

You acknowledged my letter of June 24 on June 26, 16 days
after my letter of June 10 had been written, and you still not
only did not challenge or deny a single one of the charges con-
tained in my letter of June 10, to which you now suddenly
object, because it has been made public, but you very cour-
teously informed me that you “ have never let an opportunity
pass to speak highly of your [my] work as comptroller and as
a member of the board.” And you also declared that you * want
you [me] to know that I [you] fully appreciate all the good
things you [I] did at Washington,”

My letter to you of June 10 was written 23 days before your
letter of July 3, in which, for the first time, you claim that it
does you an injustice, although you do not show how, and you
intimate that it deals you a blow *beneath the belt,” which
is untrue.

On the first page of my published letter of June 10 I sum-
marized correctly the reply which you made under date of
June 1 concerning the flagrant errors contained in your Mobile
speech, to which I had called your attention in my letter of
May 26. I challenge you now to point out, specifically, any
expressions or statements made by me in the letter you criti-
cize which wou claim gives an incorrect interpretation of your
stalements. :

Among the charges contained in my letter to you of June
10, which you did not deny and can not refute, I remind ybdu
of the following:

“In giving widespread circulation, as I am informed you
did, to the speech of the Senator above referred to, who had
been so gravely misled by some one, you have placed yourself
in a serious position. Obviously, the Senator who made that
speech had been deceived by unworthy Informants—had he
been better informed he would not have made such state-
ments—but you had not been deceived. You Eknew officially
that vital statements in the speech of the Senator referred to
were untrue, and yet you gave widespread currency to them.”

In commenting upon your admission that certain statements
in your Mobile speech were inaccurate, I said:

“It seems to me the error is so considerable as to impair
very seriously the credibility of any assertions on this sub-
ject you may present.”

Referring to the exorbitant interest rates exacted by the
reserve bank of which you are governor, I said:

“The official records show that you exacted, sir, in the guise
of ‘interest’ from the small country bank referred to, an aver-
age of over 69 per cent per annum on over $50,000, a rate more
than siz fimes as great as the maximum charged by the gov-
ernment banks of any other civilized country on earth, during
that period, or at any time, as far as I have been able to dis-
cover, and you now have the effrontery to boast of the *sym-
pathetic attitude’ of Federal reserve officials toward farmers
and other borrowers!

“I am sure you will not deny these figures. If you do, I
shall have to confront you iwith your own signed confession
that you did exact the inhwman interest rates stated by me.”

You now take exception to my publication of my letter to
you of June 10, which was wholly official and which I, having
a special knowledge of the facts in the ease, addressed to you
in the public interest; although it was not published wuntil
after I had received your letter acknowledging its receipt and
saying that in your opinion it * requires no answer.”

You suggest in your letter of July 3 that I am * reluctant”
to allow your letter to appear side by side with mine, You

are again wrong. This is an important subject and one upon
which I think the public ought to be fully posted. Therefore

I now inform you that if it meets with your approval I shall
be pleased to make public, at once, our entire correspondence
on this subject beginning with my letter to you of May 26,
including your letters to me of June 1, 20, and July 38, and
my letters to you of June 10, 24, 29, and July 15, and your
brief personal letter of June 26, as you declared to me in that
letter that you “have never let an opportunity pass” to com-
mend my work as Comptroller of the Currency and as a mem-
ber of the Federal Reserve Board furing all those years, up
to the present time. That generous assurance of what you sin-
cerely thought and publicly expressed was presumably not a
confidential communieation.

If you really think an omission to make public your letter
of June 1 is unfair te you—although I specifically offered on
the first page of my letter as printed to send complete copies
of it to anyone desiring it—and you desire the correspondence
mentioned to be made public, I shall be pleased to have you
telegraph me upon receipt of this letter and I will proceed
accordingly,

Yours very truly, JoEN SKELTON WILLIAMS,

FED¥RAL RESERVE BANK OF ATLANTA,
OFFICE oF (GOVERNOR,
July 17, 1922,
Mr. JoaN SKELTON WILLIAMS,
Richmond, Va.

Dear Sie: I have your letter of July 15, and must say that I
admit few of your statements as true.

You evidently intend this last letter for publication, inasmuch
as you quote freely therein from a personal letter of mine to
you under date of June 26, a thing which you had absolutely
no right to do. This letter was, of course, intended to be re-
garded as confidential, as I endeavored to indicate by marking
it “ personal,” writing it in my own handwriting, and not sign-
ing it officially. This letter was not intended to have any direct
connection with the subject matter of our previous official cor-
respondence. The commendation of your services as comptroller
and as a member of the Federal Reserve Board referred, of
course, to the time previous to the autumn of 1920. Your con-
duct at that time, and subsequently, I had criticized in my offi-
cial correspondence with you. I found fault with you for fail-
ing to do then what you since have so vociferously reproached
the board for failing to do at the same time, while you were a
member of that body, in connection with the abolishment of the
progressive rates.

I feel that I must, therefore, decline to allow you to publish
my personal and confidential letter to you of June 26, or any
extracts therefrom. This letter, as 1 have already pointed out,
was written after our official correspondence had already been
terminated. Since you have tuken the unwarrantable liberty
of publishing your entire letter in a pamphlet with only garbled
excerpts from mine, I feel that I am justified in making the
statement that you acted wrongly in lending yourself to such a
one-sided publication. As you have shown yourself to be un-
fair and unreliable in preparing materials for publication, I
can not bring myself to give you authorization for any further
activities along this line. The publication of the pamphlet you
have already brought out is so palpable a breach of the pro-
prieties and such a gross violation of the ethics I have alwayvs
understood to apply in such cases, that I must herewith decline
to have any further correspondence—personal or official—with
you, : -

Very truly yours,
M. B. \WWELLBOEN,

Ricamoxn, Va,, July 22, 1922.
Mr. M. B. WELLBORN,
Governor Federal Reserve Bank, Atlanta, Ga.

DEAR Sie: On or about May 20, 1922, you made an address
before a convention of bankers at Mobile in which, in attempt-
ing to defend the mismanagement of the Federal reserve sys-
tem, you made certain statemeénts which were so far from the
truth, as 1 know it to be, that I wrote you on May 26 directing
attention to their incorrectness and asking whether the news-
paper which printed your speech had guoted you correctly.

You replied June 1 in a brief letter and admitted that both
of your statements to which I had referred were inaccurate,
but you then sought to draw attention from your own errors
by reverting to the charge I had previously made agalnst your
bank for the exaction of inhuman interest rates. You charged
that it was the Federal Reserve Board which had held you
(Atlanta Reserve Bank) “chained to the rocks to be preyed
upon,”” and that I. as a member of the reserve board, shared
its responsibility. Incidentally let me mention here that the




10700

CONGRESSIONAT RECORD—SENATE.

JUry 27,

Federal Reserve Board held three oither Federal reserve banks
in the West and South, as you express it eoncerning the At-
lanta bank, * chained to the rock” of “ progressive” rates for
many months after 1 had offered rvesolutions in the board to
abolish those nunconscionable rates and reduce the maximum to
6 per cent, and when the board refused I asked that they limit
them to 10 per cent instead of 20, 80 per cent, or higher, but
my resolutions were promptly voted down by the reserve board,
although at that very timq two big banks in New York City
were being favored with $250,000,000 of Federal reserve funds
at about 6 per cent.

Yon also in your letter of June 1 charged that as T bad at
one time praised the workings of the reserve system, 1 was
estopped from criticizing.

In my reply to you on June 10, written in reply to yours of
June 1, 1 went into the facts of the case in some detail, exposed
further errors and delinquencies in the management of the
reserve banks, established the correctness of my criticisms, and
defied you to deny specifically my charges. I offered to prove
by your own written confession the exaction by your bank of
extortionate interest rates, running up to as high as 871 per
cent per annum. I then waited for your reply, which you sent
under date of June 20.

In your answer of June 20 you did not deny a single one of
my charges, but being, it seemed to me, cornered as you were,
you declared that you did not think my letter required an
answer. You added that you presumed I regretted that when I
was a member of the reserve board I had not paid closer atten-
tion to preventing or relieving the * economically oppressed,”
and suggested that I should have kept up more closely with
“the doings of the Federal Reserve Board.”

1 replied to you June 24 that I had no regrets on that score.
I reminded you that I had responded to 851 of the 1,283 meet-
ings of the Reserve Board, besides attending to my duties as
Compiroller of the Currency, and mentioned that, as the record
showed that in the 8,000 national banks under my supervision in
the year 1919, with twenty billions of resources, not one of their
twenty millions of depositors had lost one penny from a bank
failure, I hardly thought anyone could suggest “ negligence”
there.

To that communication you replied June 26, in a letter marked
personal, in which you did not take issue with any statement in
my letters of June 10 or June 24, On the contrary, in your letter,
.after declaring that you wanted me to know how fully you appre-
ciated all the good things T had done at Washington, you in-
formed me, in so many words, that you had “ never let an oppor-
tuniiy pass to speak highly " of my work, both as Compiroller of
the Currency and as a member of the Federal Reserve Board.
You closed the letter with further expressions of eonfidence and
commendation.

If your declaration is true, as I, of course, assume it to be,
that you have never let an opportunity pass to commend my work
at Washington, there can be no possible impropriety in my
quoting your apparently unqualified commendation which you
tell me you have so often and so publicly proclaimed up to the
time of writing your letter of June 26, 1922, I confess it did not
occur to me that you intended to censure and crificize me,
directly or indirectly, publicly and officially, while holding your
Teiteration and assurance of your frequent commendations of me
under seal of confidence.

Believing that my Jetter of June 10 contained facts concerning
the management of the reserve system which ought to be made
public, and as yow had not in your reply been able to deny or
question a single charge, I had the letter printed, along with a
brief résumé of the preceding correspondence, stating on the first
page of the printed letter that I would be pleased to send com-
plete copies of the correspondence to those desiring it. I signed
and mailed you the first copy of the letter when printed.

The disastrous and humiliating conditions and evidences of
mismanagement set forth 'in my letter of June 10 you were
unable to explain away or deny. You must have realized that
my charges were all true when you avoided meeting the question
of their accuracy by saying they did not * require ” an answer.

But when you see the indictment printed and circulated, yon
protest loudly that you have been given a blow “ below the belt,”
and claim that I ought to have printed your letter of June 1
along with mine, although I had printed a correct summary of
your letter on the outside of the pamplilet and had stated there
that I would be pleased to send to anyone desiring them a eom-
plete copy of your letter.

After receipt of your letter of July 3, T wrote you, on July 15,
that T would gladly make public onr entire correspondence on
this subject, including your persgonal letter of June 26, if yon
would telegraph me on receipt of my letter permitting me to do
g0. You wrote back, on July 17, refusing to allow me to print

your personal letter of Jume 26, although it contains nothing
except your declaration that, up to the time of writing that
letter, June 26, 1922, you “ have never let an opportunity pass ™
without commending my work both as a member of the re-
serve board and as Comptroller of the Currency, and further
assurances and acknowledgements of a complimentary charac-
ter to myself. But as an afterthought, you now claim that
your commendations, expressed unqualifiedly as late as June
26, 1922, referred only to the first siz and one-half years of my
term of office, and not to the last siz monihs, when I had oc-
casion to criticize severely the board's deflation policies, its
favoritism, etc.

I think it extremely probable that you have, as you had as-
serted so positively before I printed my letter of June 10, on
various occasions commended my work at Washington. I know
that you have so declared yourself personally a number of times
when you called at the Treasury, and as late as this spring, a year
after 1 had left Washington, you called at my office in Richmond
with Chairman McCord, of the Atlanta Reserve Bank, and
again complimented my administration as comptroller, and
told me that but for my work there would have been many
more bank failures than there have been in the crisis.

In my letter of July 15 I challenged you to deny specifically
any one of the statements and charges embraced in this corre-
spondence. You limit yourself in reply to the statement,
which impresses me as feeble, that you *admit few of my
statements as true,” but yon deny none of them. It is not
necessary for you to “admit” them. They are established,
and you can not shake them.

The publication I suggested would comply fully with the de-
gire you have indicated to have the record put verbatim be-
fore all who may be interested in the subject. It would meet
all the suggestions of unfairness on my part that you have re-
cently presented. Yet in your letter to me of July 17, because
I proposed that nothing be omitted, you undertake to close the
correspondence with flat refusal to accept my offer to do pre-
cisely what you complained I have failed to do. You say that
my publication of abstracts of and extracts from your letters
to me—although you do not guestion the accuracy of abstracts
or extracts—is unfair. When I offer to publish your letters
to me in full, along with my letters to ?ou. so that the public
may have, as you said it ought to have, * full knowledge of the
facts of the case,” I am met with the reply that youn ** decline
to allow ™ such publication.

As I have said many times, my hope in all this correspond-
ence is to try to show that the administrators of the Federal
reserve system have done precisely what they should not have
done and bhave reversed exactly the beneficent and wise pur-
poses of the Federal reserve act, making it for a considerable
period under their misdirection an instrument of calamity in-
stead of the means of protection and safety it was intended to
be. I have been at much pains and have invited and incurred
some strong antagonisms in efforts to demonstrate the fearful
errors of the board and their unhappy consequences, so that
neither this board nor any of its successors may repeat those
errors and bring on the country like results. It is the cause
of keen regret to me that I have been compelled frequently to
turn aside from the main and only issue—the wisdom or un-
wisdom, propriety or impropriety of the reserve board's poli-
cies and management—to meet and repel baselegs attacks on
my motives and official conduct. These attacks really are apart
from the merits of the case. T am compelled to think they were
merely the familiar device of assailing the prosecuting witness
in absence of evidence for successful defense; therefore it has
been made necessary to uphold that witness to prevent any
possible weakening of the case made by him.

In the circumstances I can not concede or recognize your
right to limit publication of the correspondence between yom
and myself or to close the correspondence at your will, although,
frankly, I have no desire to hear further from you.

Please be advised that I intend to use such proper means as
I may elect fo have the entire record put before the American
public that it may be informed of the wrong that has been
done, of the grievous mistakes, in my opinion, reaching the
gravity of crimes, that have been made, with the hope that
public sentiment may be so aroused to knowledge and vigilance
that such wrongs and mistakes shall hereafter be impossible.

Yours very truly,
Joun SKELTON WILLIAMS.
THE TARIFF,

The Senate, ag in Committee of the Whole, resumed the con-
gideration of the bill (H. R. 7456) to provide revenue, to regu-
late commerece with foreign countries, to encourage the indus-
tries of 'the United States, and for other purposes.
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The PRESIDING OFFICER (Mr, Sepexcer in the chair).
The Secretary will state the next amendment of the committee.

The next amendinent was, on page 143, after line 20, to
strike out—

Pag. 1105, Top waste, slubbing waste, roving waste, and ring
waste, 23 cents per pound; garnetted waste, 20 cents per pound;
noils, earbonized, 20 cents per pound; noils, not carbonized, 16 cents
per pound: thread or yarn waste, and all other wool wastes not
specially provided for, 14 cents per pound; shoddy and wool extract,
14 cgnts per pound; mungo, woolen rags, and flocks, 6 cents per
pound.

And in lieu thereof to insert—

Pan. 1105. Top waste, slubbing waste, roving waste, and ring waste,
23 cents per pound; garnetted waste, 26 cents per pound; moils, car-
bonized, 26 eents per pound; boils, not carbonized, 21 cents iﬁer
pound ; thread or yarn waste, and all other wool wastes not s[a)ec 1y
provided for, 18 cents per pound; shoddy and wool extract, 18 cents
gver pound ; mungo, woolen rags, and flocks, 8 cents per pound,

astes of the hair of the Angora goat, Cashmere goat, alpac;i, and
other like animals shall be dutiable at the rates provided for similar
types of wool wastes,

Mr. WALSH of Massachuseits. Mr. President, in view of
the fact that the rates in this paragraph are based upon the
rate of 33 cents upon the clean content of raw wool, I do not
feel that I ought to delay the Sepate by making any serious
objections to these rates. I think they are too high, as I
thought the rate of 83 cents was too high; but I understand
that the rates on these different wastes have some relationghip
to their present value in the market and to the duty ef 33
cents a pound upon the clean content of wool. Under those
circumstances I think it futile for me to take up the time
with a long argument upon this paragraph, and I shall be con-
tent with simply making the protest and voting against the

paragraph.

Mr. WILLIS. Mr. President, I desire to submit an inquiry
to the Senator from Utah [Mr. Saroor]. I have been compgr-
ing the rates proposed by the committee with the rates in the
act of 1909. Of course, we know that there is a slight increase
in the actual rate on the scoured pound of raw wool

On top waste the duty in the act of 1909 was 30 cents a
pound, and here we make it 33. That is all right and is con-
sistent with the slight increase on scoured weol to which I
have referred.

Now we come to the next item. In the aet of 1809 shoddy is
made dutiable at 25 ecents a pound. The duty here is proposed
to be reduced to 18 cents a pound.

The duty on woolen rags, mungo, and flocks in the act of
1909 is 10 cents a pound, and is here reduced to 8 cents a
pound.

We know, of course, that those various commeodities—shoddy
and mungo and flocks and noils, and carbonized noils, and so
forth—are used to some extent to take the place of virgin wool.
‘What is the reason for the action of the committee in reducing
the duties on those various wastes?

Mr. SMOOT. I will say to the Senator that the reason of it
is because this is a more scientific schednle and the rates are
based upon the actual use of the wastes and their value in
making the weolen goods in which they are used. It is a very
‘much better provision than that which was eontained in the
Payne-Aldrich bill.

Mr. WILLIS. The Senator sees the point I am making?

Mr. SMOOT. Yes.

Mr. WILLIS. We are increasing slightly the actual rate
on raw wool, and yet we are decreasing—apparently, any-
how, and actually, 1 presume—the rates on mungo, flocks,
wool waste, noils, and these various things that are used by
way of adulteration in the manufacture of cloth and to take
the place of virgin wool.

My, SMOOT. Of course, the duty on mungo and wool rags
and flocks at 8 cents a pound is rather a high duty even to-day.
For instance, take flocks: Flocks are the shearings that are
taken from a piece of cloth. They are not a sixteenth of an
inch long, and all they are used for at all in the manufacture
of cloth is that where they have a very coarse back goods they
take these flocks and put them in the puller and place them
between the cloths and pull them into the eloth to make the
weight.

Mr. WILLIS.
and for finishing.

Ayr. SMOOT. Only as fulling, and to increase the weight of
the eloth by the flocks going into the woven threads in the
cleth.

Mr. WILLIS. That is true of flocks, but that is not true of
neils or carbonized nofls or mungo or shoddy.

Mr. SMOOT. ©Oh, no. Of course, 1 will say to the Senator
that top waste, slubbing waste, roving waste, and ring waste
at 33 cents a pound are just as good as scoured wool and take
the place of scoured wool.

I understand that; they use them for fulling

Mr, WILLIS. I understand that.

Mr. SMOOT. If you can get a good ring waste or a good
slubbing waste, I prefer it as a manufacturer, as far as I can
use it, to a straight clean wool, because everything has been
taken out of it and it is the first process of manufacture.

Mr: WILLIS. I think the action of the committee in in-
creasing the rate on top waste and slubbing waste and roving
waste to 33 cents a pound is perfectly justifiable for the reason
that the Senator has just given, but I am simply inquiring why
the rates on these various things to be used as substitutes and
adulterants in the manufacture of cloth should be reduced.

In my own view neither the country in general, nor con-
sumers and producers in particular, are benefited by lower
rates on mungo, flocks, rags, and carbonized noils, and the
possible larger importations of those materials the use of which
might lower the quality of cloth manufactured and decrease the
percentage of strong, new wool used.

Mr. SIMMONS. Mr. President, I am advised that these
rates on wastes, and so forth, have been worked out hy the
Ta.rLiR Commission in conformity with the rates placed upon
W00

Mr. SMOOT. Yes; they have.

Mr. SIMMONS. And they have been found te be on a parity
with those rates.

Mr. SMOOT. In the Tariff Summary, on page 960, about the
middle of the page, the Tariff Commission gives a description
of each of these wastes, and the basis of the rates proposed.

Mr. SIMMONS. Of course, I am opposed to these rates upon
the same principle and for the same reasons that I opposed the
rates upon wool; but we fought that question eut yesterday,
and the Senate decided it adversely to our contention, and I
see no reason why we should repeat that contest here. We
will content ourselves by registering our opposition to these
rates, as we had to do in the other case.

Mr, SMOOT, I will assure the Senator that if the rates
upon scoured wool were decreased, every one of thess rates
should be decreased ; and they are in proportion to the 33 cents
a pound on the scoured weol.

Mr. SIMMONS. That is what I understand.

Mr. WALSH of Massachusetts. Mr. President, the Senator
from North Caroling has very correctly stated the attitnde of
the minority. These rates naturally follow the fixing by the
Senate of the duty of 33 cents per pound on the clean content
of wool. For comparison’'s sake, however, I should lke to
have printed in the Recorp the rates upon these varions wastes
as fixed in the act of 1913, the act of 1909, the House bill, and
the Senate bill. I ask permission to place them in the Reconp;
and of course I join with the Senator from North Carolina in
protesting against these rates, as I protested against the rate
of 33 cents a pound fixed in the bill yesterday.

The PRESIDING OFFICER. Without objection, the mat-
ter referred to by the Senator from Massachusetts will be
printed in the REcorp.

The matter referred to is as follows:

Waol wastes.
Act of Act of House Benate
1913, 1909. bill. bill.

(Cts. per Ib. \Cts. per B.{C1s. perib.

waste, slubbing waste, roving waste. Free. 30 25 Y 33
Goarnettod WASES. - .. .. cceooeiiceacnananan Free. 30 20 205
Noidls, ey Free. 20 20 2%
Noils, = Free. 20 16 2
Thread waste and wasten. s Free. 20 14 18
Shoddy—wool extract Free. 20 14 18
Mungp, woolen rags, and floeks........... Free. 0 [ 8

The PRESIDING OFFICER. The guestion is upon agreeing
to the committee amendment.

The amendment was agreed to.

The next amendment was, on page 144, after line 12, to strike
out—

Par. 1106. Wool which has been advanced in any manner or by any
process of manufgeture beyond the washed or seoured condition, and
not s‘pedlllzo provided for, including tops and roving, valued at mnot
more than cents per pound, 16§ cents per pound and, in additiom
thereto, 10 per cent ad valorem; valued at more than 40 cents per
pomd, 274 cents per pound and, in addition thereto, 10 per cent ad °
valorem.

And in leu thereof to insert—

Pagr, 21106. Wool, and hair of the kinds provided for in this schedule,
which has been advanced in any manner or by a.nly rocess of mana-
facture beyond the washed or scoured condition, inclu

further a ced than rovin
pound and 25 per cent ad v

ng tops, but not
not specially provided for, cents per
rein.
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Mr, SMOOT. Mr. President, on behalf of the committee, I
desire to substitute 20 per cent instead of 25 per cent, on line 2,
page 145.

The PRESIDING OFFICER. The modification will be stated.,

The ReEapiNe CLeEr. On page 145, line 2, in lien of “25"
it is proposed to insert * 20,” so that it will read “20 per cent
ad valorem.”

Mr. WALSH of Massachusetts. Mr, President, paragraph
1106 covers wool which has advanced beyond the scoured state
but not beyond roving. We must now consider, if we are going
to fix these rates upon a scientific bagis, whether the proposed
compensatory rate is just and fair and also whether or not the
protective rate is just and fair. The amendment just offered
in behalf of the committee is a slight reduction in the rate
named by the committee in the printed text.

Mr, SMOOT. Mr. President, will the Senator yield for just
a moment?

Mr. WALSH of Massachusetts. In just a minute. Let me
say to the Senator of the majority in charge of this schedule
that it is not fair to the minority, it is not fair to the country,
when a paragraph is reached for consideration to have the
representative of the Finance Committee arise and move to
change the rate named in the printed bill. The Members of
this body upon this side of the aisle have had only the House
text and the Senate text to study and consider in the prepara-
tion of whatever they desire to say in protest against thege
rates. These daily changes in your bill are putting you in
the position before the people of the country as being unable
to determine what is the fair rate to fix in this bill.

Mr. SMOOT. I will say

Mr. WALSH of Massachusetts. Pardon me; I will yield to
the Senator in just a moment. Here we have had before us
for months the rates named in the House bill which the Repub-
lican majority of the House after long deliberation said were
fair, just, and proper.

The Finance Committee had months of discussion and hear-
ings and the majority members of the Finance Committee, after
many secret sessions and long deliberations, reported amend-
ments which are printed in the bill before us, and which have
remained as the judgment of the committee up to this very
hour. To-day, two years affer this bill was first introduced
and more than three months after the bill was reported by the
Finance Committee, another amendment is presented by the
committee., We have one rate named by the House; we have
another rate named by the Senate Finance Committee when
they reported this bill to the Senate; and we have another
rate named to-day.

I will say to the Senator from North Carolina [Mr. Simamons],
in charge of this bill for the minority, that we could do no bet-
ter service to this country than to keep this bill before the Sen-
ate for another year, because every time we fight these rates
we frighten the committee into making slight reductions. Fre-
quently when a serious discussion has been entered into upon the
rates named in this bill, there has been some slight concessions
by the advocates of these high rates. “What does it indicate?
1t means that the committee, if they could get away with it,
would make these rates sky-high. It means that the discussion
of these questions upon the floor of the SBenate and the discus-
gions in the press of the country have compelled the committee
which now admits that it has sought to put into this bill ex-
orbitant rates to take a change of position, and submit rates
lower than those first presented.

In all my public experience I have never seen a more flagrant
confession than we have witnessed in this Chamber during the
past few weeks of incompetency, of neglect, of absolute disre-
gard of the caution and care which ought to be taken in the
imposition of taxes upon the American people,

Mr, SIMMONS. Mr. President, I suppose the Senator means
that the discussions which we have already had upon this bill
have brought forth astonishing truths,

Mr. WALSH of Massachusetts. That is the explanation.

Mr, SIMMONS. And if we could have further time for its
discussion, and for the enlightenment of the country as to what
it signifies, it would bring forth still better fruits.

Mr. WALSH of Massachusetts, There is no doubt about it.
The attention which has been called to the high duties levied
in the various schedules, and the protests from the American
people have at last penetrated—shall 1 say the hides of the
members of the Finance Committee? And they are now being
forced by the power of public opinion to say * you are rirht.
The minority is right. The press of the country is right.”
Protests have been made that these duties are too high, and
the majority are beginning to admit it themselves,

How much eonfidence can the American people repose in a
hody of their representatives in the United States Senate who

repudiate rates fixed by the members of their own party in
the other branch of Congress, and after long and extended
hearings fix other rates, and then later, not, however, until
the whole press of the country and the minority Members of

this Chamber spend weeks and months denouncing the high -
and excessive rates named, they admit that it is all too true,
and thereby confessing that they attempted to put through
ﬁigxg';)tecti\'e tariff bill with rates they now admit were too

I ask the Senator from Utah if his committee has any more
amendments to offer to this schedule? If so, that they be
submitted now in the interest of expediting the business of the
Senate, and in order that we may have the whole record before
us, so that when these succeeding paragraphs are reached the
Senator in charge on this side will not find himself prepared
to discuss one amendment and discover that he is obliged to
discuss an entirely different amendment when he gets upon
his feet.

Mr. SMOOT. I want to say to the Senator that when the
cotton schedule was first taken up the Senator from North
Carolina, and I think the Senator from Arkansas, asked me if
there were to be any reductions in the wool schedules. I an-
swered at that time that wherever there was a rate of 55 per
cent fixed I had no doubt that that would be reduced to 50 per
cent, The Senator from North Carolina remarked, “ Then it is
only a 5 per cent decrease?’ 1 said, * Yes; it is only a 5 per
cent decrease, as far as I am aware.”

I will say to the Senator from Massachusetts that wherever
there is a duty of 55 per cent named in the wool schedule
that duty will be reduced to 50 per cent, just as I stated when
the cotton schedule was first taken up, and I have stated it
once or twice since that time in answering a question put by
some one on the other side of the Chamber. I intend to offer
all those amendments to-day, Wherever there is a rate of 55
per cent it will be reduced to 50 per cent, so that the highest
protective rate in thig schedule will be 50 per cent. The com-
pensatory rates are exactly the same, and will be exactly the
same throughout the bill, because of the fact that the Senate
has already voted 33 cents on scoured wool.

I want to say still further that there is one paragraph, para-
graph 1119, providing as follows:

Pagr. 1119, Screens, hassocks, and all other articles composed wholly
or in part of carpets or rugs. and not specially provided for, 40 per
cent ad valorem.

Paragraph 1118 provides:

Ingrain carpets, and ingrain rugs or art squares, of whatever mate-
rial composed, and carpets and rugs of like character or description,
not specially provided for, 30 per cent ad valorem.

In the latter paragraph, covering ingrain carpets, the com-
mittee proposes to make the rate 25 per cent instead of 30 per
cent, and on screens, hassocks, and so forth, the rate will be
reduced from 40 per cent to 30 per cent.

Mr. WALSH of Massachusetts. May I ask the Senator if
the reason for the reductions in these rates is because the com-
mittee .have learned that the danger of foreign competition is
not as great as it was a few months ago, when this bill was

fted ? >

Mr., SMOOT. I was going to answer the statement made by
the Senator about the committee when he got through, and per-
haps I had better wait until he does get through,

Mr. WALSH of Massachusetts. I think that would be more
satisfactory.

Mr. SMOOT. I will make a statement then, for I want the
Senator from Massachusetts and other Senators and the coun-
try to know why the changes have been made.

Mr. WALSH of Massachusetts. The Senator will agree with
me that it is a very unusual procedure for the members of
an important committee, such as the Finance Committee, to
come upon the floor and, as each paragraph is reached, to say,
“We have a modification we wish to make, We want to
change that amendment.” It is either one of two things—an
admission that you were honestly mistaken in the beginning
and you want now to correct the mistake or that you were
trying to put something over on the American people if it was
possible to do so unobserved and undiscovered.

Mr. SMOOT. That is nof the case. The committee did not
want to put anything over on the country. The committee
wanted to fix rates as low as possible under the then existing
conditions. I know it is an unusual thing; I admit it. But
we are living in an unusual time. Conditions all over the
world are unusual, and what Senator more than the senior
Senator from New Mexico [Mr. JonEs] has called attention to
the changed conditions in Germany? It is due to those
changed conditions that the changes have been made which
have been submitted to this body.
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Mr. WALSH of Massachusetts, That is why I think the Sen-
ator and the majority members are making a great mistake, in
attempting to fix rates in this bill upon conditions which are
changing rapidly, which they admit have changed to such ex-
tent in the last six months as to already require a readjust-
ment of these rates, If the revision of the tariff were put off
for another year, there is mo doubt but what the commitiee
would be obliged to make the rates very much lower than they
are now: but if the bill goes through with these high rates,
and is in operation next year, when the conditions will have
changed further, the consumers of America are going to be
the sufferers,

Mr. SMOOT. If this bill should pass and if the German
mark, from some cause unknown to-day, should advance to 32
cents instead of being worth a quarter of 1 cent, if the moneys
of all the countries of the world should be as they were before
the war, and if conditions became normal, as they were before
the war, I would want some power given to the President fo
change the rates; and there is a power granted to the Presi-
dent for that purpose, either to increase or decrease the rates.
The Senator must have heard me state several times upon the
floor that I thought that power would be exercized by the
President, if exercised at all, more in the direction of decreas-
ing the rates than in increasing rates. I believe that just as
firmly as that I shall live until to-morrow morning.

1 will frankly admit to the Senator that if conditions were
normal there are rates in the bill which I would not support,
which I could not support, beecause whatever rate I do sup-
port I support it because I believe in all my heart that it is
right. I have -admitted several times upon the floor of the
Senate that conditions have changed since the committee re-
ported the bill. Some of the changes in the bill are being made
because of that fact coming particularly to the knowledge of
the members of the committee.

Mr. WALSH of Massachusetts. Mr. President, I want to as-
sist in the expedition of this bill and this schedule, I want to
make‘an agreement with the Senator that he and I both do
everything possible to have this schedule finished by to-morrow
night at 6 o'clock.

Mr. SMOOT, I would be glad to have it finished by to-night.

Mr. WALSH of Massachusetts. Also this agreement, that
on any of these paragraphs we limit ourselves, except perhaps
the paragraphs covering cloth, to half an hour's discnssion.

Mr. SMOOT. I am perfeetly willing to agree to that.*

Mr. WALSH of Massachusetts. Of course, we can not control
anyone else; but let us agree that on all paragraphs we limit
our discussion to half an hour and on the two cloth paragraphs
to a diseussion of an hour, and that we will do our ntmost to
have the wool schedule disposed of by to-morrow night. Is that
satisfactory ?

Mr. ROBINSON. That would please me immensely; but I
gnggest to Senators that they might get an agreement for a limi-
tation of debate upon the paragraphs.

Mr, WALSH of Massachusetts. I do not think we could eon-
trol the time of other Members—the Senator from Wisconsin
[Mr, Lenroor] and others.

Mr. SIMMONS. I think that would be inadvisable, :

Mr. ROBINSON. I am inclined to thtnk that an agreement
could be reached, and I wish Senators would try to get it. 1
am afrald the suggestion of the Senator from Massachusetts
will merely result in the elimination of him and the Senator
from Utah from the debate—which I would regard as a calamity
from the Democratic standpoint—and the injection into the de-
bate of others who know less about the subject.

Mr. WALSH of Massachusetts. I think in the case of some
of these paragraphs very few Senators will speak at length.

Mr. SMOOT. Let us limit the debate just as far as possible,

Mr. WALSH of Massachusetts. Of course, I do not want to
have this schedule expedited so fast that the committee will not
have a chance to meet and reduce rates in the other schedules.
We may get too far ahead of them, and that would be a
calamity.

Mr. SMOOT. The committee is ready to go right along with
every schedule. ;

Mr, SIMMONS. I think it is very well that the Senator
from Utah and the Senator from Massachusetts, who are man-
aging the schedule, respectively, for the majority and the
minority members of the commitiee, should have this under-
Both Senators have doubtless very thoroughly
studied the schedule and digested in their minds what they
intend to say; and they have reached the conclusion that they
can say what they desire within the limitation mentioned. I

‘have knowledge of some Senators who desire to discuss cer-

tain paragraphs, not many of them, probably a little more ex-

tensively than either the Senator from Utah or the Senator

from Massachusetts will discuss them. I regard this as one of

the most, if not the most, important of the schedules in the

bill. I regard the compensatory rates imposed in the schedule

as utterly unreasonable, I should not like to have a limitation

placed upon the discussion of the more important paragraphs,
those which relate to yarn and to cloth.

Mr. WALSH of Massachusetts. I had in mind what the
Senator said and, therefore, was only limiting the discussion
as to the Senator from Utah and myself.

Mr. SMOOT. Mr. President, we need not take any more time
in discussing the limitation, but I will say to the Senator that I
shall do everything in my power to hasten the consideration
of the schedule. I am very glad to have the Senator from
Massachusetts say that he will do the same. I have no desire
whatever to cut the debate short if anyone desires to ask ques-
tions or discuss the matter. 1 think I can prove beyond ques-
tion of doubt, even to the Senator from North Carolina, that the
compensatory duties here are justified if we have 33 cents per
pound on the scoured content of wool.

Mr. SIMMONS, Both are bad, in my judgment. Of course
in the judgment of the Senator from Utah they are not bad.

O I am speaking of the compensatory duties if
we have 33 cents on scoured wool. Then the compensatory
duties are upon the basis that even the Tariff Commission have
said they should be. -

Mr. SIMMONS. I do not agree with the Senator from Utah
about the compensatory rates. I think we shall be ahle to
show that the compensatory rates are altogether out of plumb.

Mr., WALSH of Massachusetts. Mr. President, as I siated
a few moments ago, there are two questions to be considered
in connection with this paragraph. First, is the compensa-
tory duty a fair duty, and can it be justified in view of the
rate of 33 cents a pound upon clean wool? The second gues-
tion is whether the protective duty is fair.

How are we going to determine whether the proposed duties
are fair? There are various ways of doing it. First of all, we
can compare the rates named in the bill with the rates named
in previous laws—the Underwood law and the Payne-Aldrich
law., When we come to consider the guestion of protective
duties we can consider what information is obtainable in ref-
erence to the difference in the cost of conversion here and
abroad. Mr. President, let us first make a comparison with the
House bill.

Mr, President, so far as concerns the compensatory duty on
tops, the Senate amendment makes no important change in the
House text. To be sure, the 36 cenis per pound in the Senate
amendment is higher than the 27} cents per pound in the main
bracket of the House text, but this is due to the increase of the
duty on raw wool in the Senate bill. In ofher words, the com-
pensatory duty in the Senate bill bears the same relation to
the duty on wool in the Senate bill as the compensatory duty in
the House bill bears to the duty on raw wool in the House bill.

The abandonment in the Senate amendment of the valuation
bracket for tops valued at not more than 40 cents per pound
constitutes no essential change, inasmuch as few, if any, tops
would have such a low value.

As regards the protective ad valorem duty, while it is diffi-
cult to make a comparison because of American valuation in
the House bill and foreign wvaluation in the Senate bill, it
seems highly probable that the duty of 20 per cent foreign.
valuation in the Senate bill constitutes a substantial increase
over the duty of 10 per cent American valuation in the House
bill.

Mr. SIMMONS. Mr. President, T wish to suggest this
thought to the Senator: The compensatory rates are the same
with reference to all classes of wool. On the item under dis-
cussion it is 86 cents a pound. On elothing it runs up as high
as 49 cents a pound of the wool content. There is a very great
difference in the value of wool, The compensatory rate is sup-
posed to be given to measure the value of the raw wool that is
used. Some wools sell for as low as 20 cents a pound and some
for as much as $1.32 per pound.

Mr. WALSH of Massachusetts, Of course, tops are all wool

Mr., SIMMONS. Yet the same compensatory Tate is given on
the wool that sells for 20 cents a pound that is given on a
pound of wool that sells for $1.82.

Mr. WALSH of Massachusetts. But we voted yesterday to
put the same tariff duty on cheap wool as high-priced wool,
33 cents per pound, so that the high compensatory duty is due
to fixing the rate on raw wool at 33 cents.

Mr. SIMMONS. That is what I was saying. [ was not say-
ing that this is out of touch with the rates which have been
made on wool, but that the fundamental, the primary, the basic
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rate on wool is absolutely wrong. The rate given on the wool
content is 33 cents per pound. If we carry that forward as a
compensatory duty and allow 33 cents to the manufacturer on
the wool that is used the paragraph makes no distinction be-
tween the characters of wool, and any wool entitles him to the
same compensatory duty. If we carry that forward and give
the manufacturer the benefit of it, he gets as much benefit by
way of protection where the wool has cost him only 20 cents a
pound as he gets where the wool has cost him §1.32 a pound.
Ilv;raa speaking about the fundamental basis of the whole propo-
sition.

Mr, WALSH of Massachusetts, There is no difference be-
tween the Senator and myself on that matter, and that is the
reason why many believe a specific duty on wool is wrong; that
it should be ad valorem.

Mr. SIMMONS. I am not comparing tHe two paragraphs at
all. I think the Senator is right about the two paragraphs.
Probably if the first paragraph which we adopted, which fixes
the rate of duty upon raw wool, is to stand, then the compen-
satory rate on this particular item might have to follow that
crfete; but I am talking about when it gets into the yarns and

oths.

Mr, WALSH of Massachusetts. I am very glad the Senator
made the explanation, because I thought at first that we were
apart upon the matter of compensatory duty. I agree with him
that the rate of 33 cents a pound is not justifiable. It is ex-
cessive; it is even discriminatory. It applies alike to the cheap
wools and to the fine wools. It will result in giving compen-
satory duties of very high amounts to the various manufac-
turers of wool, regardless of the quality and value of the wool.

Mr. SIMMONS. It will give 33 cents protection to the manu-
facturer who uses 28 cents per pound wool. It will give
only 33 cents protection to the manufacturer who uses the
$1.32 per pound wool.

Mr. WALSH of Massachusetts. In this connection it might
be interesting, and I am sure the Senator from North Carolina
will be interested in this, to translate the duties proposed in
this paragraph into ad valorem terms and compare these ad
valorem rates with the ad valorem rates in the Payne-Aldrich
law, in the text of the House bill, and as proposed by the com-
mittee amendment. What do we find?

Tops which are valued, foreign valuation, at 15 cents, car-
ried, under the Payne-Aldrich law, an ad valorem duty of 188
per cent; under the rates fixed in the House text the ad valorem
equivalent would be 138 per cent; and under the proposed
rates in the Senate committee amendment 265 per cent. Tops
valued on a foreign valuation at 17.5 cents carried an ad
valorem rate under the Payne-Aldrich law of 171 per cent;
under the House bill they carry a rate of 189 per cent; and
under the Senate committee bill of 231 per cent,

Mr. SMOOT. Will the Senator also state that the rates of
duty of which he is speaking are based on the prices in 1909
and not on to-day's prices?

Mr. WALSH of Massachusetts. They are based on recent
prices, and the percentages cover the specific and ad valorem
rates in the Payne-Aldrich law and in the House bill and in
the Senate committee bill.

Mr, SMOOT. Does the Senator find that tops are priced to-
day at the figures of which he is speaking?

Mr. WALSH of Massachusetts. No, sir.

Mr. SMOOT. That makes a great difference.

Mr. WALSH of Massachusetts. The Senator from Utah has
not allowed me to finish. I am proceeding with the cheapest
tops at 15 cents and going up to $1. The prices of tops vary
from 15 cents to $1.50. The table works out correctly regard-
less of the date of the prices.

Mr. SMOOT. That makes all the difference in the world.

Mr. WALSH of Massachusetts. In America the prices vary
from 25 cents to $£1.50. This table begins on tops which are
valued at 15 cents and goes to tops which are valued at $1,

Mr., SMOOT. What I wanted to say was this——

Mr. WALSH of Massachusetts. The same relationship exists
even if the foreign price is lower or higher than the time these
prices were prevailing.

Mr. SMOOT.” If the same prices existed to-day as existed in
1910, the Senator’s fizures would be applicable, That is all I
wanted to say.

Mr. WALSH of Massachusetts. Let us, regardless of dates,
take tops valued at S0 cents. Under the Payne-Aldrich law
the ad valorem rate would be 76 per cent; under the House
bill, 51 per cent; and under the Senate committee bill it is
70 per cent. On tops valued at 50 cents the rate would be
103 per cent under the Payne-Aldrich law, T4 per cent under
the House bill, and 97 per cent under the Senate committee
bill. On tops valued at $1 the ad valorem rate under the

Payne-Aldrich law would be 67 per cent, under the House bill
43 per cent, and under the Senate committee bill 61 per cent,
I have called attention to these percentages to indicate how
close the total protection afforded to the manufacturer of tops
by the pending bill is to protection afforded by the high duties
of the Payne-Aldrich law, and how muclk- greater duties are
granted under the bill as reported by the committee than under
the duties levied in the House bill. -

Mr. SMOOT.' I desire to say to the Senator from Massachu-
setts that under the Payne-Aldrich law not only did the manu-
facturers have that 67 per cent duty on the price of the wool,
to which the Senator has referred, but they had it on the basis
of 33 cents on the scoured content; and as they bought the
wool in the grease it did not cost them 22 cents, the average
being 18 cents a pound. So they made 67 per cent and the
difference between 18 cents on the scoured content and 83 cents.
That is what the manufacturers had in 1910,

Mr. WALSH of Massachusetts. The Senator from Utah had
better be a little careful about how Re denounces the Payne-
Aldrich rates, because before we get through with this sched-
ule I expect to show that the rates in this bill parallel them ;
and, despite the fact that the Payne-Aldrich rates are as bad
as the Senator from Utah says they are, he is practically going
to adopt those rates in this bill.

Mr. SMOOT. Not in the least.

Mr. WALSH of Massachusetts. To be sure, the manufacturer
may not get quite as much protection, because these compensa-
tory rates are fixed upon a duty of 33 cents per pound on raw
wool, while the Payne-Aldrich compensatory rates were fixed
upon the duty of 11 cents upon wool in the grease; yet the
total duties, compensatory and protective, levied in the various
paragraphs of this schedule approach the total duties levied in
the Payne-Aldrich law.

Mr. SMCOT. But the difference between 18 cents and 33
cents is given to the woolgrower and not to the manufacturer.
What the Senator states, however, is true, so far as the rate
is concerned.

Mr. WALSH of Massachusetts. It is given to the woolgrower
and not to the manufacturer ; the Senator from Utah is, in part,
right about that, the manufacturer will not get as much; but
the Senator must admit that the consumer is going to be
taxed just as much.

Mr. SMOOT, Not as much.

Mr. WALSH of Massachusetts. The Senator from Utah has
succeeded in his endeavor to shift a little bit of the protection
which the manufacturer has been getting to the woolgrower.

Mr. SMOOT. A little!

Mr. WALSH of Massachusetts. Well, considerable, if the
Senator insists.

Mr. SMOOT. I should say it was.

Mr. WALSH of Massachusetts. But the result to the con-
sumer is that he is up against the Payne-Aldrich law again,
with all its high duties and high rates. I think the Senator
from Utah will agree to that.

Mr. SMOOT. Outside of whatever rates have been decreased,
of course, I agree to that; there is no doubt about it; but, I
will say, compensatory rates in some cases have been decreased,
notwithstanding the rate of 33 cenis on scoured wool. I want
to say further to the Senator that the compensatory duties
provided for the manufacturer are absolutely necessary be-
cause of the duty of 33 cents a pound on scoured wool; and the
Senate has decided that the rate of 33 cents shall be provided
by a vote of 38 to 16. ;

Mr. WALSH of Massachusetts. I agree with the Senator as
to that.

Mr. SMOOT. So that there is no need of going back to that
at all. Whatever increase there is in the wool rates is given
to the farmer; there can be no question as to that. The manu-
facturer does not get anything at all out of the wool shrinkage
under this bill, as I have before stated. -

Mr. WALSH of Massachusetts. In other words, it is proposed
to reenact the Payne-Aldrich wool schedule with this addition:
Instead of so much hidden, concealed, and stolen protection
being given to the manufacturers, as was given to them in the

| Payne-Aldrich law, some of it has been passed over to the

sheep raisers, -

Mr. SMOOT. All of it has been passed over to the farmer
who raises the wool. )

Mr. WALSH of Massachusetts. But there is still a heavy
duty for the benefit of the manufacturers.

Mr. SMOOT. I thought the Senator was speaking of the com-
pensatory duties.

Mr. WALSH of Massachusetts. I am speaking of both pro-
tective and compensatory duties,
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Mr. SMOOT. The protective duties are lower in this bill than
they were in the Payne-Aldrich law. For instance, on tops the
rate in the Payne-Aldrich law was 80 per cent, while in this bill
it is 20 per cent. Then, I notified the Senate two weeks ago, and
also to-day, that there will not be a protective rate in this bill
on cloths above the 50 per cent, while in the Payne-Aldrich law
the rates were 55 per cent.

Mr., WALSH of Massachusetts. Fifty per cent is high enough.

Mr. SMOOT, That is what the manufacturers get, and that
ig all. From now on, I will say to the Senator, about the only
question there is to discuss is as to the protective rates in this
hill which are given to the manufacturer, and they run, as the
Senator will notice, all the way from 20 per cent up to 50 per
cent, according to the stage of manufacture.

Mr. WALSH of Massachusetts, What I desire to call at-
tention to from the table from which I have quoted is that the
total levy upon the American consumer who buys tops is sub-
stantially the same as in the Payne-Aldrich law, in some in-
stances being higher, but higher always in the case of cheap
tops that go into the manufacture of cheap clothing, and, in
other cases, lower, but always lower in the case of the finer
wool tops, and, consequently, that the combined duties, the coni-
pensatory and protective duties, on tops in this bill are very
much heavier than in the House bill.

1 now desire to ask this question: What facts did the Senate
Finance Committee possess which the House committee did
not possess? The House committee sat in the midst of the in-
dustrial depression; they were deliberating during the first six
months of 1921 and the latter months of 1920, when there was
the most serious financial and industrial condition in this
country; they had presented to them the gloomiest and the
worst industrial condition this country has probably ever
faced; and yet, after all their deliberations, they reported
duties upon tops which are very much lower than the rates
reported by the Senate committee. Months have now passed
and the industrial situation has improved; the threat of cheap
foreign competition has subsided, and yet the Senate cow-
mittee report in favor of protective duties much higher than
those provided by the Republican Members of the House
who drafted the corresponding paragraph in the House bill,
What are the facts? What information came to the Senator
from Utah—and he may answer me now or later in his own
time——

Mr. SMOOT. I can answer in a very few moments——

Mr. WALSH of Massachusetts. What information came to
the committee that made them say, “ The House is all wrong;
their rates are too low; they have not given sufficient pro-
tection to the manufacturers of tops. We propose to give them
the higher rates which we have provided in the committee
amendment.” 3

Mr. SMOOT. The answer is a very simple one, in my opinion.
The House provided a duty on scoured wool of 25 cents, while
the Senate committee has reported a duty of 33 cents.

Mr. WALSH of Massachusetts. I am speaking about the
combined duties.

Mr. SMOOT. If the Senator will wait T will consider both
duties. The Senator himself says that a rate of 36 cents is justi-
fied if we have a duty of 33 cents on scoured wool, and he is cor-
rect in that.

Mr, WALSH of Massachusetts. Yes, sir.

Mr. SMOOT. There is no doubt about that. So that does
away with a great deal of the increase to which the Senator
refers, There is another fact which should be taken into consid-
eration. In the House bill the protective duty is 10 per cent on
the American valuation. In the case of tops, for instance, the
price of 40s to-day in the United States is 55 cents, while in
England it'is 25 cents. Upon that basis alone the rate of 20 per
cent in the Senate bill is more than justified. The prices I have
indicated are those of July 15 of this year.

Mr. WALSH of Massachusetts. Right there let me say that I
dispute the difference the Senator finds between the price of tops
here and abroad. I will proceed, however, and call attention to
that later.

Mr. SMOOT. 1 say that on July 15, 1922, wool tops, 40s, were
55 cents in America, while the English price was 25 cents, and
the landing price was 31 cents; that is, allowing 3 cents a pound
for landing charges, freight, marine insurance, and so forth, and
10 per cent to cover the expenses and profit of the importer. The
price of 31 cents a pound includes all of those items, although
the foreign price as quoted on the London market was 25 cents,
Therefore, Mr. President, the Senate committee provided a rate
on the basis of 36 cents, because on the clean content of the wool
we provide a rate of 33 cents. No one can say that is not right.
The House provided 10 per cent upon the foreign valuation of
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the tops, which, as T have said, on July 15, 1922, in the case of
40s, was 25 cents, while the American price was 55 cents.

Mr. WALSH of Massachusetts. It amounts, then, to this:
That the price of tops when the House drafted this bill was
different from the price at the present time; that the spread
between the foreign price and the domestic price was less when
the House drafted this bill than it is now. That is the Sena-
tor’s position, is it not?

Mr, SMOOT. No; that is not what I stated. I said that
they did not take the question of what the foreign price was
into consideration at all. They simply considered the Ameri-
can valuation of tops and put a duty of 10 per cent upon the
American valuation.

Mr, “WALSH of Massachusetts. But the ad valorem duty
:lh? ?imposed upon the American valuation was a protective

uty

Mr. SMOOT. It was a protective duty, and the 20 per cent
rate upon the foreign valuation as reported by the Senate com-
mittee is a protective duty. Twenty per cent upon the foreign
valuation of 25 cents would amount to 5 cents, while the 10
per cent rate upon the American valuation of 55 cents would
amount to 54 cents; in other words, there is a reduction under
the Senate committee amendment,

Mr. WALSH of Massachusetts. In order to determine what
was a fair protective duty on the American valuation you must
know the foreign valuation of tops.

_Mr, SMOOT. No. They had to give on the American valua-
tion the equivalent production for transforming the wool into
tops, and they considered that 10 per cent upon the American
valuation of tops was absolutely necessary. We changed the
basis to the foreign valuation, and 20 per cent of 25 cents is §
cents, while 10 per cent upon. the 55 cents is 53 cents. So that
g?nper cent is even less than the 10 per cent rate in the House

Mr. LENROOT. Mr. President, will the Senator yield?

Mr, WALSH of Massachusetts, I yield to the Senator from
Wisconsin, :

Mr. LENROOT. I should like to ask on what price of wool
the committee figured the London price of scoured wool?

Mr. SMOOT. On 40s.

Mr. LENROQT. No; I said, on what price of scoured wools,
at the same time that the cominittee estimated the foreign
price of tops?

Mr. SMOOT. I should think that would be perhaps about
20-cent wool, clenn content, because it costs 5 cents to make it
into tops, with a loss.

Mr. LENROOT. Scoured wool?

Mr. SMOOT. Oh, no; I am speaking now of 40s, of tops.
That is coarse wool. It wonld be at least 20 cents; or, in other
words, quarters and lower are used to make 40 tops, and that
was the figure that the Senator had spoken of before I took
the floor.

Mr. WALSH of Massachusetts. Mr. President, I am going
to proceed to discuss the protective rates in this paragraph.
Before doing that, however, I sghould like to yield to the Senator
from Arkansas [Mr. RoBiNsox], provided, of course, that I can
still retain the floor.

Mr, ROBINSON. Mr. President, yesterday while the present
schedule was under consideration the Senator from North Da-
kota [Mr. McCuaser], chairman of the Committee on Finance,
made a statement, the accuracy of which was later challenged
on the floor of the Senate. The statement by the Senator from
North Dakota was substantially as it appears in this morning’s
Recorp at page 10656. He said:

T 1 1 all attenti 3
Tatt DaC 1 Jelil miats 056 Chiuk CIAL tor ooy wllleh defosted
was their undoing. They refused to put print paper upon the free list -
that was the real erime. Every great newspaper In the United States
was In favor of free print paper, and through their organization and
the president of the Publishers' Assoclation they put this matter straight
up to the committee, It Is no secret. They sa?d in substance: * Give
ns free print paper and we will support the administration ; refuse to
give it, and we will destroy you, If we can.” Well, we took our
chances—there were not very many cowards on the Republican side
in those days—and we refused to Jve them free print paper, and suf-
fered defeat more for this cause than for any other. We stood for prin-
ciple, and to the extent that this refusal saasisted in our undoing, we
died for principle. That is the real thing that was back of the defeat

of the Republican Party in 1912, That was the one thing that brought
the great press of the country against him.

Mr. President, believing that this declaration, coming from
the source that it did, justified serious consideration, I ecalled
upon the Senator from North Dakota and other Senators who
might possess information respecting the subject to furnish de-
tails, and to inform the Senate who constituted the committee
representing the Newspaper Publishers' Association, and what
individuals were chargeable with responsibility for the threat
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‘angd the conduct-set forth in the statement made by the Senator
from North' Dakota. The Senator from Utah [Mr. Satoot] sub-
-sequently: said that one  John /1. 'Norris, the aceredited repre-
~gentative of the' Newspaper Publishers' Association, had stated
‘to- members of the Finance Committee that' there could be no

‘eompromise on the.question as toswhether print paper should be

-plaeed upon the free list ; that if the Finanee Committee refused

to put it on the free list the Republican Party-would.be /driven
‘from power.

The' Senator from Indiana [Mr. Warsex] took the floor and
made a:statement attributing to Mr.! Herman' Ridder ‘a’direct
“threat to the former ‘Speaker of the House of Representatives,
Mr, Caxn~on, that unless print paper were put upon the free
‘Jist Mr. Caxwox wonld be politically ‘destroyed,

“The Senator from Indiana [Mr, Warson] -during the course
of his remarks detailed an incident which he said occurréd be-
tween Mr. Herman Ridder and the former' Speaker, Mr. Can-
~®Nox, in which Mr, Ridder is alleged to have.made a corrupt pro-
iposal to Mr. Canwox, and to have offered him the:support of
"the newspapers of' the: United States for:President if he wonld
‘permit-a joint resolution placing print paper upon the free list
‘to be ealled up ‘for eonsideration in ‘the House of Representa-
tives. The Senator from Indiana declared that the then Spenker,
IMr., Caxxox, had indignantly refused: to grant the request of
IMr. Ridder, and had defied Mr. Ridder. He farther said thata
colored messenger was called and ‘informed- that Ar.’ Ridder
“avas ‘not to be: permiitted  to enter the 'Speaker’s private room
-again, and that the messenger was instructed to throw him out
(it he attempted to do so.

‘Both 'Mr. Norris, referred to by the Senator from TUtah, and
“Mr. " Herman ' Ridder, mentioned by’ the:Senator from Indiana,
‘are dead, 'It is' a  remarkable ‘coincidence that the charge of
-attempts to corrupt’ the Tinance Committee  should  be 'laid
against two individuals both of whom are dead.

Mr.'CARAWAY. “Mr. President, I should not Hke tointerrupt
“a serious argument, but.was either one of these conversations
a telephonic conversation?

"Mr., ROBINSON. 'The statement of the Senator from' Utah
is that Mr. Norris's threat or prediction was made, as'I under-
stand, to him and the then Senator from Rhode Island, Mr.
“‘Aldrich, they eonstituting the - subcommittee. “There was no
-telephone used in'that -instance. The statement of the Senator
from Indiana respecting the alleged activities of *Mr. Herman
iRidder was that Mr. Ridder had threatened the‘Speaker of the
i House of Representatives in his presence and in ‘the presence of
other Representatives if he did not yield to the demand that the
joint resolution putting newsprint paper on the free list be con-
~sidered by the House of Representatives.

Mr. CARAWAY, As'I reciall, the Senator from®Indiana was
1in favor of surrendering, was he not? :

Mr, ROBINSON, : Oh, the Senator from Indiana stated that
while he thought the Speaker was morally right, he was diplo-
smatically -and politieally -wrong, and that he appealed to the
‘Speaker in every way that he eould devise to yield to the ‘de-
‘mand of Mr. Ridder and permit the joint resolution to be eon-
nglileréd by the House of Representatives.

In this morning's New York Times is eontained a statement
Lby Mr. Don C. Seitz, business manager of the New' York World,
-awho was on the paper committee of the American Newspaper
~Publishers' ‘Association with -Messrs. Jahn I. Nerris and ' Her-
sman ‘Ridder in*1909. ‘In this statement Mr. Seitz uses ' lan-
+guage which, under  the rules of the Senate, ean not properly

= be | incorporated -in - the' REcorp. "A portion of his statemnent,
however, relates to the accuraey of the -memories of the Sen-
.ator.from Utah and the Senator from . Indianu. It is as fol-
lows: .

It is-my Ampression that Mr. Taft was defeated by Theodore Roose-
velt and not by the: newspapers—

“Said Mr. Seitz.

As -a matter of fact, most of the mewspapers were for Mr. 'Taft.
The newspapers had no grievance, and, far from having been turned
:down by the Senate, had reached a very satisfactory arrangement.

Nothing of the kind deseribed by ‘Benator McCusmser ever happened.
The paper tariff discussions began way back in Roosevelt's time, when
Jehn Hay was Secretary of State and was trying to get 21 reciprocity
treaties with ‘other countries signed by the SBenate. He sald at the
time that it was impossible to get apything with common sense and
honesty back of it through thé United States Senate. I remember his
~words very well,

There had been a Canadian joint high commission which dealt with
- such subjects as we wished to discuss, and we went to Mr. Hay to see
Jif he could not revive the ecommission. . It 'was then that he told us
.how his treaties had been killed by logrolling in the Senate.

We never uséd threats, but we finally made a decent arrangement by
~gyhich -wood émlp was let Into the conntry free if 'its: price did not go
rhigher than 2 cents.a pound. ' Later that figure.-was revised upward—

» I shave- forgotten the exact figures. But it was. not necessary to. mix

m
in politics to get that done, and the American Newspaper Puoblishers®
Assoclation never did mix in politics.

""The: article eontinues:
“I'he -remarks of Senstor WaTsoN -with r

ard to Herman Ridder's
(talk with'“ Uncle Jor * CANNON were read to Mr. Seits, who ind
-'re?ndiated them. i - .

‘L don’t believe “Ridder ever sald anything of the kind,” he ex-
“claimed. ' “ I was with him on both his visits' to Caxvox, and 1 did
not hear himsaying anything like:that. The American  Newspaper
Publishers' Association never did anything of the kind. We didn't
| hayve to threaten, We were getting what we wanted by a perfectly
vdecent ‘arrangement,-satisfactory to' everyone concerned, and there was
‘no.need for threats. The entire:statement is ridiculons.”

‘Mr. ! President, in view of the fact that both Mr. Norris-and
“Mr. Ridder are dead, I have felt it not improper to submit the
-statement of ‘Mr, Seitz to the Senate, inasmuch - as he was a
member of the committee, and c¢laims to have been present
when the conversations between Mr. Ridder and ex-Speaker
Oanson occurred. There can-be no doubt that the newspapers
‘of the country, as a rule, “favored the placing of newspriat
paper on the free list then, as they do now. I .do not believe
‘‘the ‘charge made by!the -Senator from North Dakota, that the
saecredited representatives of the .newspaper publishers of
‘Anmerica deliberately and intentionally sought to intimidate the
“Finanee Committee, by threats of destroying the Republican
I Party, into placing newsprint paper on the free:list. I do not
|'believe: that the statement made by the Senator from Neorth
Dakota that, as a result of the failure of the Finance Com-
‘mittee to yield to:the demands for free print paper, the news-
papers: of the conuntry unitedly and concertedly turned against
the Republican agministration and wrecked it can be sustained,
‘1'do not believe the press of ‘America, the reputable newspaper
men: of this eountry, wounld indulge:in practices ofithat nature.

The reasons for the defeat of Mr. Taft were: numerous, They
are:now wenerally understood. ' In the conrse of his administra-
tion he had alienated the political friendship of the oue public
man, Mr.. Roosevelt, who, more:than any other, and more than
1all ‘others, -was:responsible for 'the prominence of Mr. Taft in
palitics.

‘Mr., CARAWAY. If T'may interrupt the Senator, I did.net
know 'Mr. Taft was défeated ; I thought he went out by unani-
Lmous eonsent.,

Mr. ROBINSON. Mr. Taft's defeat for a-second election.was
the ‘mest overwhelming -and humiliating ‘known-to American
i political® history, and it could:not have been due’to any other
|‘eause thamn thelfact that the members of his own. party: repudi-
ated the course taken by him in public office.

Por a'long time it' has been customary:to make polities of the
‘reputations of men in:public life. Feor a long time it has been
customary to seek to discredit great agencies which are. influen-
“tial ‘in American ‘public:life. This should not be carelessly
indulged -in, for it -endangers our institutions. If the .news-
~papers in this country committed the acts attributed to. them by
the Senators from North Dakota, Utah, and Indiana, they were
{hopelessly corrupt:and deserved censure, The facts stated by
:Mr. Seitz-show that there was no necessity for making. a propo-
sition such:as the Senator from North Dakota claimsiwas made
by Mr,'Norris and otkers to the Committee on Finanee, sand I
am unwilling to accept the evidence submitfed as convineing
proof of the very 'serious e¢harges agaiust the wmewspaper:pub-
ilishers -of America.

If: Mr.'Norrig bad taken the course attributed to him, it eould
not be chargeable to the press of America. Does anyone believe
that the newspaper: men of this country :are.so.abandoned or
~were so abandoned as knowingly to permit their representative
in 1Washington to say, *“If iyou will :give us free print paper
swe will support the present administration and we will support
JMr. Taft in' the coming election, but if ;you refuse to do that we
wwill ‘wreck the administration without regard to other ques-
‘tions vitally affecting the public’interest” ?

‘This is an important issue. The testimony brought, to sus-
~tain‘ this wholésale charge of corruption on the part of the
press of this country is alleged to be based on threats from lips
which have long been sgealed. The statement of a surviving
smember of the committee of the Newspaper Publishers' Associa-
tion s that.mo such incident oceurred. 1I'leave the matter to
the judgment of the Senate and the country.

Mr. McCUMBER. Mr, President——

The PRESIDING OFFICER. Does the Senator from Mussa-
chusetts yield to the Senator from NorthiDakota?

Mr. WALSH of Massachusetts. I yield to the Senator,

IMr. McCUMBER. 'The Senator from Arkansas: says that he
does mnot believe the statements made by the Senator from
: Utah or the Senator from!Indiana or the Sensator from Nerth
Dakota are sustained. They all agree ‘upon the facts. The
‘Senator ean do as he'likes about believing, If it:is his:idesire
‘to believe the writer of that article as against the three Sena-
‘tors,1 of course, he has tbhe: privilege of doing so. It:does:inot
change the facts one iota.

L]
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I mentioned no names. The Senator from Massachusetts,
whom I was answering, had stated that the defeat of the Re-
publican Party in 1912 was due ta the action of the Congress
in passing Schedule K—the wool sehedule. I denied that. I
still deny it. In the course of that discussion I stated one thing
which had a great deal more influence in bringing about an ill
feeling against the then Republican administration and the
President of the United States, and which was partially, at
least, a cause for the resulting division of the Republican Party
in 1912,

I have never claimed that the threats made by the papers or
their representatives were the sole cause of that defeat. I
have stated again and again that the sole cause was that we
had two Republican candidates, which divided the vote, and
allowed a minority vote fo elect a President of the United
States. Both of those things had their influence in bringing
about that division in the party.

Mr, ROBINSON. Mr, President——

Mr. McCUMBER. Just a moment. Possibly if there had
been no assault upon President Taft—and we all know the as-
sault continued viciously for a year—Mr. Roosevelt would not
have been a candidate at all, and we would have had but a
gsingle candidate. So, whatever may have been the precise
language which I used yesterday, my intention was to convey
that thought, and we must have the entire statement which I
made in order to determine what thought I intended to convey.

Mr. ROBINSON., Will the Senator yield for a brief state-
ment?

Mr. McCUMBER.

Mr. ROBINSON. In this connection

Mr. McCUMBER. The Senator read correctly what I stated.

Mr. ROBINSON. The Senator does not dispute making the
declaration which T read?

Mr. McCUMBER. No; I do not.

Mr. ROBINSON. It is in the CoNcreEssioNAL RECORD as a
part of the Senator’'s remarks.

Mr. McCUMBER. We must take that in connection with
other declarations which I made. The Senator did not read
the other declarations, and, of course, they must all come in
together in conveying the idea.

Mr. President, it was the poison created by the assault upon
President Taft which, in my opinion at least, brought about the
division in the party. I do not say it was that alone, because
I gave other reasons. I stated that President Taft incurred the
hostility of a great many Republicans of the North, and pos-
sibly I might say the entire agricultural section of the North,
becaunse of his espousal of Canadian reciprocity. That, T think,
had a more direct bearing upon the feeling engendered against
him, which resulted in his defeat. I am candidly of the opin-
ion, however, that if we had had but one Republican candidate,
either Taft or Roosevelt, there would have been no Wilson ad-
ministration. But that is mere conjecture.

The whole question which was raised, and which I sought to
answer, was this: A Senator upon the other side attributed the
defeat of the Republican Party to the ill feeling engendered
throughout the country by the enactment of Schedule K, the
wool schedule, in the Payne-Aldrich bill. I took issue with
that, and stated that that which had infinitely more influence
than the wool schedule was the refusal of the Republican Party
to place print paper upon the free list, Those statements have
been made and reiterated time and again.

I was a member of the Committee on Finance at that time,
as I have stated. I heard all the testimony given in regard to
the matter. Mr. Ridder was diplomatic in his presentation of
the matter before the committee. He departed very far from
diplomacy, however, when he discussed the matter privately
with a few Senators, and he used the language which I have
stated and which I restated many times after the utterance
was made. That statement was made to but a few Senators
who happened to be present at a committee meeting in the com-
mittee room of the Finance Committee.

I think the Senator from Indiana [Mr. Warson] can gen-
erally be regarded as a truthful man. I do not think he has
made up a wild story, with no foundation of truth. The Sena-
tor from Arkansas may carry that belief if he sees fit, but
anyone who knows the Senator from Indiana will believe him,
That remark is true also of the statements made by the Senator
from Utah [Mr. Symoor]. If tlie Senator from Arkansas wants
to investigate the subject, there is one man still living who was
a party to the conversation, and the Senator can get his infor-
mation from Uncle Jor CANNoN. After he has gotten it he
may come into the Senate and say that Jog CANNON is mis-
taken; that no such thing ever happened; but I do not think
he would.

The PRESIDING OFFICER. The question is upon agreeing
to the committee amendment as modified.

I yield.

Mr. WALSH of Massachusetts. Mr. President, I want to dis-
cuss now the protective rates proposed by the Senate commit-
tee. I want to call attention to the protective rates in former
laws, and I want to eall attention to the fact that there have
been no importations of tops, even under former laws, in which
the protective rate was very much lower than this rate.

COMPARISON OF DUTY ON TOPS IN SENATE ‘BILL WITH THAT IN PRESENT
AND FPREVIOUS LAWS.

Mr. President, the emergency tariff law imposes a duty of 45
cents per pound upon all manufactures of wool of the kind
commonly known as clothing wool in addition to the rates
already existing under the Underwood law. This applies not
only to semimanufactured products, like tops and yarns, but

80 to finished products, like cloths and articles made there-
from. This 45 cents duty is intended to compensate for the
duty imposed upon raw wool in the emergency law.

The duty now assessed upon tops is therefore 45 cents per
pound plus 8 per cent, the latter being the rate previously in
existence in the Underwood law. The effect of this duty upon
tops has been particularly striking. It has amounted to prac-
tically a prohibition of imports. Under normal conditions the
importation of tops has never been large, because of the very
high rate of duty to which they have been subjected under
Protective tariff laws. Nor was the importation large under
the Underwood law, when the rate was only 8 per cent—at least
not until the winter and spring of 1921. At that time, owing to
the large stocks of tops on hand in Great Britain and available
for liquidation, and in anticipation of the enactment by the
United States of a high emergency tariff duty upon raw wool,
thert: was a striking increase in the imports of tops into this
country.

Thus in March imports amounted to 4,102,208 pounds; in
April, 4,805,558 pounds; and in May, 2,137,131 pounds, From
this point they dropped, with the enactment of the emergency
law, to 264,635 pounds in June, 271,922 pounds in July, and
thereafter to only a few thousand pounds each month. During
the calendar year 1921 approximately 15,000,000 pounds of tops
were imported, but practically all of these came in before the
enactment of the emergency law. The statistics plainly indi-
cate that so far as concerns tops the emergency law has been
practically prohibitive, This is logical enough when one stops
to consider that the compensatory duty alone upon this product,
which js only one step removed from the raw material, is 45
cents per pound.

The Underwood law imposes a duty of 8 per cent upon wool
tops and 20 per cent upon tops made from the hair of the
Angora goat, alpaca, and other like animals. These latter do
not, however, enter largely into commerce, and for purposes of
comparison with the present bill we may confine our attention
to the duty of 8 per cent upon wool tops.

The Underwood rate of 8 per cent on wool tops can not be
said to have led to any formidable invasion of our markets by
foreign top makers. It is true that there was some increase in
importations immediately after the enactment of the Under-
wood law, In the first half of the calendar year 1914, for ex-
ample, they amounted to 3,228,237 pounds, or slightly more than
3 per cent of the quantity consumed in domestic worsted spin-
ning, and in the following year, 1915, they amounted to 3,412,250
pounds, again approximately 3 per cent of the consumption:
but this can hardly be regarded as a serious invasion of our
markets. Considering that the imports under the Payne-
Aldrich law had been practically prohibited, some increase of
Imports under the 8 per cent duty was inevitable. And so far as
regards the importation of almost 15,000,000 pounds of tops in
anticipation of the emergency law this is not a fair criterion by
which to judge of the Underwood duty. At that particular time
there was a heavy surplus of tops on the British market and this
surplus was being liquidated with little or no reference to cost.
Furthermore, it is a well-known fact in the wool trade that
those who were attempting to lay in large stocks of raw ma-
terial in anticipation of the emergeney duty upon raw wool
bought heavily of British tops, because these could be had much
more promptly than could stocks of wool from more distant
sources. In other words, there was a better chance to obtain
tops before the enactment of the emergency” law than there
was to obtain wool.

The truth of the matter is that the duty of 8 per cent upon
tops in the Underwood law is in substantial accord with the
findings of the Tariff Board of 1912 as to conversion costs here
and abroad. Regarding the amount of duty required, more -will
be =aid later.

In the Payne-Aldrich law the duty imposed upon tops was as
follows: On those valued at not more than 20 cents per pound
the duty was 241 cents per pound plus 30 per cent; on those
valued at more than 20 cents per pound the duty wus 363 cents
per pound plus 30 per cent.
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The duty on tops valued at less than 20 cents per pound was
practically’ inoperative, because very few tops of such low
value entered into commerce, For practical purposes the duty
upon tops was 363 cents per pound plus 30 per cent, The 36§
cents per pound was intended as a compensatory duty, but as is
shown in the old Tariff Board report, this was distinctly in ex-
cess of the amount required, for it assnmed a shrinkage of
TO per cent, whereas the domestic worsted mills actually used
mainly the lighter shrinking wools. In other words, it con-
tained a large amount of concealed protection. When to this
concealed protection is added the duty of 30 per cent, it is not
surpriging that imports under the Payne-Aldrich Aect were al-
most negligible. Indeed, as will be shown later, 30 per cent
alone is far in excess of the amount required for protection on
a product which contains so low a proportion of conversion to
total cost as do tops,

In 1910, for example, the importation of tops amounted to
only 1,868 pounds, valued at $838. This is not surprising when
it is observed that the equivalent ad valorem duty amounted to

111.69 per cent, and that 81.69 per cent represented the com-

pensatory duty alone. In 1911 there was no Importation of tops.

In faect, as has been stated, under the Pa_vue—AIdrlch law imports

were practically prohibited.

THE RELATTON OF THE SENATE DUTY ON TOPS TO THE DIFFERENCE OF
CONVERSION COST HERE AND IN THE UNITED EKINGDOM,

The protective rate upon tops in the Senate bill was 25 per
cent, but is now 20 per cent. This is distinctly in excess of the
amount required. It is nearly 200 per cent higher than the
Underwood rate, which, as we have just noted above, is in
substantial acecord with the findings of the old Tariff Board,
and was fixed at 8 per cent. The fact that the House proposed
a rate of 10 per cent (American valuation) shows that it was
quite aware that any such rate as that proposed in the Senate
bills is unnecessary. The extent to which the Senate rate of 25
per cent exceeds the actnal requirement is plainly indicated in
the following table, which contains a comparison of the cost

of conversion of tops here and in the United Kingdom based
upon current conditions,

Wool tops— Brilish and domestic conversion cosls #n relation fo the profective duly in (he Senals bill.

British prices of tops| Duty at 25 cant,
Commission combing rate. Total conversion costs June 15, 19226 “Genate Bill.
Per cent
e — s | o
% A eover
Grade. T E m?‘ Y o lﬂﬂ s
Domes- | domestic Con- lent i n conver-
tla e, | Drtish. | S over | Pence. | gortaqe mu};r m ston costs.
Pence, va- i British, in conver-
erted. i :
Cends, Cents. 4 its. Cents. Cents.
a0s....... dandmmder Sto L. .....ililiciiiiaidens 12.58 17.00 18. 87 25, 50 +6.63 78 §1. 4539 36,35 +29.72 4.58
| P do 12.58 17.00 18. 87 25, 50 +(.63 57 1.0523 26, 56 +19.93 6.24
645 12. 58 17,00 18 59 25.350 +6. 63 54 1.0038 25.17 +18.54 6.59
60s. . 12,58 17.00 18.87 25. 50 +8.63 48 . 8047 .37 +15.74 7.4
588.. 11.85 15,00 17.48 22.50 +5.02 40 L T458 18.64 13. 6.73
56s.. 10. 72 15,00 16.08 2 50 +6.42 32 - 14. 91 +8 49 10.76
50s.. 9.79 14,00 14,68 21,00 +6.32 21 v 10,02 +3.39 15,76
48g. . 9.7 14.00 14.68 21,00 +6.32 17 3202 8.16 +1. 84 19.37
40s.. 4 8.85 10. 50 13.27 1575 +2.48 14 . 2610 6.53 +4.05 9.5
36s.. 73 6.00 79.00 10,48 13. 50 +3,02 133 L2470 6.18 +3. 16 12.2
32s.. 13 6.99 19.00 10.48 13.50 +4.02 13 .43 6.06 +3.04 12. 48
& " refers to the perrentage of noilsr emoved in combing. * 5 and 1" means the product consists of part noils. Thehighlrlhl
“tear” the hi stheeombl:;schargm. The ratios shown are the most representative. (See p m"TmtrBoml mmﬂeﬁe?"mﬂ
1 This has been calculated by mmwm:mmemun&mm This takes into sceount such addi charges as um
off sorts. (Seep. 11, * The T Beard and Wool Legislation,” by Doe. 50, Ist sess. 63d Cong., 191.3 also p. Mo. “Rc of Tarif 1912»,”)

toraw material rather than to conversion; mulneat.hsoampmmnumtmsnnlumthe dutyonmdl

from off sorts erlyocmumteu-ddmmatchwxe

wool, s compu! bythsanlﬂdedidmsﬂwfalmmmmmonmlsmdsm
3 British combing tarlff, July 18, 1821.
+Combing tarifis of sev blishments, issoed on or about July 1 1921

several esta)
+Woal l}word andJTextjllg \l\rn%lz‘l, Jun; 1
{Rate of exchange June 15, pound=
“Rates are for “preparing” only.

1922,
A4751).

Both the domestic and British combing rates used are the
latest available and so far as can be ascertained are still in
effect.

The most significant figures in this table are in the last
column. These show only one instance where a need of more
than 15 per cent to cover the difference in conversion cost is
necessary, and in this instance—on 48's—it is evident that the
British price is abnormally low in relation to the other grades
of tops. In more than half of the cases indicated 10 per cent
would be adequate to cover the difference in conversion costs.
Under normal conditions 10 per cent would probably be suffi-
cient on all grades for a product containing so low a percentage
conversion to total cost. Certainly, 15 per cent would be more
than adeguate.

Nor are the fizures in this table open to the criticism that
the British prices are abnormally high in relation to conversion
cost and that a duty ‘of 25 per cent, or even 20 per cent, yields
relatively much more than it would under normal conditions.
The fact is that while the British prices are higher than the
pre-war prices, they have undergone a greater post-war liquida-
tion, on account of the great drop in the prices of raw wool,
than have the conversion costs here and abroad,

In view of the high duties on tops it is, of course, obvious
that there could be no exports of tops. The high duties on raw
wool make this impossible.

As the only recent imports were under abnormal conditions
described above, just before the enactment of the emergency
tariff law, how can a protective duty of 20 per cent be justified
when 8 per cent resulted in no substantial increase in impor-
tations? And how can it be justified in the light of the com-
parison of conversion costs here and abroad which has just
been presented?

Mr. President, is protection merely a license to extort from
the American people? T am going to demand and insist that
every single protective duty that goes into this schedule shall

be based upon what is actually the difference in the cost of
conversion at home and abroad.

I come from a manufacturing State and 1 wounld not know-
ingly protest against a single duty that would deprive the
manufacturing interests in my State of sufficient protection to
meet the differenée in conversion costs. The manufacturer is
entitled to protection to meet the difference in conversion costs,
but he is entitled to no more; and nothing less than indis-
putable figures showing the actual difference will guide me in
voting for the protective duties. I can not oppese high duties
to the agriculturists of this country and vote for excessive duties
in favor of the manufacturing interests of this country, and I
do not propose to do it.

Mr. President, 1 ask that a table comparing American prices
and British prices of tops be inserted in the Recorp in this
connection. This table shows that 10 per cent protective duty
would be ample.

The PRESIDING OFFICER (Mr. Joxes of Washington in the
chair), Without objection, it is so ordered.

The table is as follows:

Woal tops—A merican and British prices as of July 15, 1922,

Emer-
?ncy Benate bill.
American in United = Diffor i
n in -
States. English In England. | ynited| ents. |is centalss conts
States.! - - 36 cents
por J&‘ 1‘3‘{',':,
cent.
Fine territory, §1.00.| 70s average SL.IG | $0.44 | $0.53 | $0.50 30. 46
equals $1.02.
4 blood, $1.30........ €0s ordinary 45d, .95 .35 .52 .53 4
equals 83 cents.

1Allowing 3 cents a pound far charges ((roight, marine insurance, ete.) and
mwmwmuummam of importer.
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1922.
Wool tops— A mericon and British prices az.of July 15, 1628~Continued.
Emer-
ﬁtncyt Benate bill.
American in United Ei : Diff ok
ricanin Uniled) polish in England. {0 e
Btates. . o United | gnce. ﬂsmﬁmwlﬂmts
States. lus
gper per I%‘per
cent. | cent. | cent
High § blood, $1.10.| 88 cameback 404, | $0.85 | $0,25 | $0.51 | $0.51| $0.43
equals 74 cents.
Low § blood, 98 | &8s average 63 .35 .40 AT .41
cents, equals 54 cents,
High 1 blood, 95| 50s average 2id, 46 49 48 .44 .40
cents, equals 39 cents.
448, Gd cents.. . ... 445 average 14d, 32 .32 A7 41 .39
40s, meqnm n mlt‘fid a1 24 47 41 30
55 cents........ average z & : o :
equals 25 )

Mr. WALSH of Massachusetts. Mr. President, I come now
to a very important aspect of this question. I have tried to
sghow that, based upon information available as to prices of
British-made tops sold in the American market and as to prices
of American-made tops sold in the American market, there is no
justification for this protective rate of 20 per cent; that, indeed,
a rate of 10 per cent would be ample.

Mr. President, what is the conclusion we arrive at from
this study? It has been a somewhat long and tedious
study, but an important one. The conelusion is that the 8 per
cent protective duty named In the Underwood law was fair
and could be justified upon the information available at that
time in regard to the difference in the costs of conversion;
that the rate mamed in the bill as it passed the House of 10
per cent—and that rate, of course, was based upon the Ameri-
ean valuation—would have been fair and just if that 10 per
cent were based upon the foreign valuation instead of the
American valuation. The .information at hand shows that
there is no evidence before the Senate or before the committee,
g0 far as [ know, at least of an unprejudiced and disinterested
character, justifying this protective duty of 20 per cent.

In the lght of the information we have as to the conversion
eosts here and abroad, in the light of the prices in the Ameri-
can market of British tops and American-made tops, this rate
ean not be justified. In the light of the fact that the rate fixed
upon raw wool—83 cents—is =0 high, anyway, that we are not
likely to have any serious competition, because in every instance
the compensatory duty takes care of what the manunfacturer
must pay for his raw wool, and in this ingtance the compensa-
tory duty levied is ample and sufficient to take care of the cost
to the manufacturer of raw wool, T am going to move -that
the protective rate be fixed at 15 per cent instead of 20 per
cent. I think that is more than the facts justify. 1 think it
iz extremely liberal. The woolgrowers might properly acecuse
me, in proposing this rate, of leaning toward the interests of
the manufacturers. By the way, I notice that the woolgrow-
ers’ advocates have all abandoned the Senate Chamber. It is
all over for them. They got their rate, and they are mo longer
interested.

Mr. SMOOT. They will not do it if they know where their
interest really lies.

Mr. WALSH of Massachusetts. But the Senator from Utah
will agree with me that for the last three or four days every
Senaror who represents a woolgrowing State has been here,
Are they here now?

Mr, SMOOT, They may be at lunecheon,

Mr. WALSH of Massachusetts. They have not been here this
morning, and the Senator knows it. Many distinguished Sen-
ators have been more regular in their attendance upon the Sen-
ate since the commencement of the discussion umpon raw - waool
than they have been during the whole sesgion, and that might
be said of all the Benators who come from the woalgrowing
States. T am not complaining, but T am asking them not to
abandon us yet, but to stay here and consider these other duties.
Having won their fight, they abandon the Chamber, and will
only come in when the roll is called, and they will ask those
representing the manufacturing interests, * What do you want
us to do% We have our rate, and we will now give you what
¥ou want.”

Mr. SMOOT, The Senator is wrong again, becaopge they are
Just as vitally interested in tops as they are In wool, If there
is not a protective duty upon the tops suflicient to keep them
ount, the iops will come in instead of wool, and that is exactly
why they are as Interested in tops as they are in wool itself,
if not more go.

Mr. WALSH of Massachusetts. They are not manifesting
m' interest by their presence. The Senator will agree to

Mr. SMOOT, I admit that; but the Senator ean see that
that is the case, because if you give a dollar a pound on wool
and then give only a dollar a pound on tops, tops will come in
Anstead of wool. 8o every man who is interested in the protec-
tion of wool is certainly interested in the profection of the tops,

1 becanse without that protection the tops would come in insiead

«of the wool, and the top is the first step in the manufacture
‘when the little fine clippings and other things are taken out of
*the wool. 5

Mr. WALSH of Massachusetts. They knew that when they
won their fight yesterday that the Senate was going to levy
every compensatory duty necessary to meet that 83 cents per
pound, and they know that the protective duties named by the
committee will be adopted. They know that the understanding
arrived at or the arrangement which was made, but which was
threatened to be broken during the fight upon the paragraph
fixing the duty on raw wool, has been restored, so that the
program will go through, and the manufacturers will get the
rates fixed in this bill, because the woolgrowers yesterday got
the rates named upon raw wool.

1 have talked a good deal longer than I intended, but this
paragraph, which for the first time raises the question of a
fair compensatory duty and a fair protective duty, is one I
thought reguired perhaps more discussion than the other para-
graphs will require,

Mr. SHEPPARD. Mr. President, may I ask the Senator a
question? Does his amendinent involve the specific duty as well
as an ad valorem duty?

Mr. WALSH of Massachusetts. It involves only the ad va-
lorem duty, a protective ad valorem duty. I propose to change
the rate named by the commitiee of 20 per cent to 15 per cent.

Mr, SHEPPARD. The ad valorem rate named by the com-
mittee is in addition to a specific rate.

Mr. WALSH of Massachusetts. The specific rate named by
the committee is 8 compensatory rate, and I do not propose to
change that. The specific rate named by the committee is the
compensatory protection, and the compensatory protection is
based upon the theory that there will be a pound and a tenth
of wool used in making a pound of tops, and in view of ihe In-
formation furnished by the Tariff Commission that that is a
fair estimate of the amount of raw wool that will be used in
making a pound of tops, of course, I can not, in view of the
action of the Senate yesterday, make a contest upon the com-
pensatory duty. The objection T make is to the protective duty,
which is given to the manufacturer, and ought to be based
upon the difference in the costs of conversion here and abroad.

Mr. SHEPPARD. I thank the Senator for his explanation.
As I understand it, the difference between him and the cominit-
tee is that in the amendment he proposes the rate is 5 per cent
lower than in the amendment proposed by the committee?

Mr. WALSH of Massachusetts. Exaetly. I am going to ask
to have put in the Recokp a table which shows the equivalent
ad valorem rates of all the duties levied on tops under the
Payne-Aldrich law and all the duties proposed in the Homse
and Senatfe bills. This table shows the duties in the Senate hill
in most instances greatly exceed the House rates, as well as
the Payne-Aldrich rates.

There being no objection, the table was ordered to be printed
in the REcorp, as follows:

Comparisen of ad valorem equivalents of fotal dulies based on foreign
valuation,

TOPS.
Fordney-MeCumber.
Forelgn value (cents per pound). mﬂ;
House. Benate.
Per cent. | Percent. | Per cent.
R ey R A e A n A s S g e Iy Y AR P 5 vie e R b 188 138 265
> b i e R AR PR T A P 171 189 :
e 152 116 145
50. 103 | 74 97
- ] al 70
67 42 [

Mr. SMOOT, Mr. President, this paragraph covers tops, the
first step taken in the manufacture of wool goods, and 1 agree
that the compensatory duty of 86 cents per pound is necessary,
gince the Senate has decided upon 83 cents on the scoured con-
tent. 8o I will give no time at all to that guestion.

The only question is as to the protective duty of 20 per cent
ad valorem, I want to say to the Benator from Massachusetts
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that, as far as I am concerned, I am a consistent Republican.
1 do not eclaim protection for an industry at one place in the
United States that I would not willingly give to a like industry
anywhere in the United States. I want to call the Senate’s
attention to fhe fact that the American people do not buy tops,
and this pragraph has to he consistent from the wool to the
finest finished piece of cloth, and if there is one place in it
where it is not consistent and a protective duty is not given,
then the woolgrower will suffer by the product coming in at
thut stage of the finished produet, and every pound of it will
displace a pound of wool grown in the United States. What
would happen if you have a 5 per cent protective duty on
tops with a 86 cents a pound compensatory duty? The scoured
wool would not come in and the grease wool would not come in;
the top would come in, and when the top comes in the whole
structure, from the beginning of the first step in the manufac-
ture to the finished cloth is upset. Such importations wonld
displace American wool.

If they can bring in the tops and they displace 11y pounds of
American wool for every pound imporfed into this country,
there would be no protection that would equal the 33 cents
which the Senate has voted upon scoured wool. In other words,
if the rate is decreased in the protection of this article, then it
ineans that in order to compete with the imported article in the
United States the woolgrower in the United States will find his
83 cents duty is decreased. .

My, President, I do not think it is necessary at this time to
go into detail in answering the Senator from Massachusetts.
The Payne-Aldrich law provided 30 per cent protection, the ex-
isting Underwood tariff law provides 8 per cent, and the com-
mittee amendment provides 20 per cent.

AMr. SHEPPARD. And the Senator fromn Massachusetts pro-
poses 15 per cent?

Mr. SMOOT. Yes; he proposes now to make it 15 per cent.
On the basis of present prices the result of his amendment
would be that, instead of having 33 cents on the scoured wool
we would have 33 cents less the 5 per cent,

There is another amendment which I desire to offer to the
paragraph, which makes no difference in the rate whatever,
but the words are unnecessary, On page 145, line 1, when the
proper time comes, I shall move to strike out the words “ not
gpecially provided for" and the comma. Those words are
menningless because the items in this paragraph are not pro-
vided for in the bill in any other place and are not necessary
to be provided for other than In this paragraph.

My, President, I think there is no necessity for further dis-
cussion of the subject unless some Senator desires to ask a
question.

Mr. LENROOT. Mr. President, I desire to say only a few
words upon the proposed amendment, but I wonld first like to
ask the Senator from Utah [Mr. Saeor] upon what theory the
increase from 8 per cent to 20 per cent in the protective duty
iz justified in view of the importations under the 8 per cent
duty?

Mr. SMOOT. Taking half bloods and above, and I might
say, perhaps, taking quarter bloods and above, the differential
would hardly be 20 per cent.

Alr, LENROOT, Why did they not come in in great volume
when wool was on the free list and there was an 8 per cent
duty upon tops, if it requires a 20 per cent duty now? That is
my point.,

Mr, SMOOT. All I can say is that conditions in the wool
market, as it exists to-day, are quite different than they were
when this rate of duty was in effect. Of course, it is in effect
now, but the Senator knows the emergency tariff law is suach
that it would virtually prevent them coming in now.

Mr. LENROOT. 1 do not mean under the emergency tariff
1aw. I mean normally in 1919 and 1920. Of course, in 1921
they came in very heavily just before the emergency tariff law
went into effect, s0 as to get the benefit of the lower riate.

Mr. SMOOT. That was the reason why.

Mr. LENROOT. But normally they did not seem to come in
in any volume under the 8 per cent duty.

Mpr. SMOOT. If things were normal and the prices of wool
were normal—I mean as to all grades—I would say frankly to
the Senator that I think 15 per cent would be ample, as the
proposed amendment of the Senator from Massachusetts pro-
vides. But I think the pelicy ought to be that if we are going
to establish the wool industry in the United States it ought
to be established so that wherever they begin the purchase
of the wool, and particularly the American wool, it ought to
be handled from the raw wool clear through to the finished
product.

Mr, LENROOT. 1 agree with the Senator.

Mr. SMOOT, Therefore, I say that in making a tariff bill
the question as to the ultimate consumer should be the protec-
tion that is upon the cloth itself,

Mr, LENROOT, That depends, does it not, upon the protec-
tion also given upon the tops, the yarns, and so forth?

Mr. SMOOT. Yes, and as one Senator I want them amply
protected so that half of the business can not be taken away
from the manunfacturer in the United States, and leave only the
other half perhaps to be done here. X

Mr. LENROOT. 1 am entirely in accord with that proposi-
tion, but I can not see, when the imports were almost prohibited
normally under an 8 per cent protective duty, why it becomes
necessary to jump it to 20 per cent at this time. >

Mr. SMOOT. I think to be perfectly safe, with the wool of
quarter bloods and more as low as they are in price, that we
can not keep them out if we do not have 20 per cent. If they
were normal, I would say we would not need that amount. I
virtually admit that at this time, but as I have said so many
times, the coarse wools are abnormally low and I can not say
how long they will continue. That is the only answer I can
give the Senator. [

Mr. LENROOT. Mr. President, this illustraies what the
consumer will have fo pay by reason of the action that was
taken by the Senate with reference to the coarse wools.

Mr. SMOOT. The Senator has decided that question.

Mr. LENROOT. Yes; I know it. I say it merely illustrates
how it is now necessarily carried on into tops, info yarns, into
fabrics, into blankets, and every other item. I am not criticiz-
ing. I am simply stating the fact.

Because of the action with reference to the rate on tops, for
instance, valued at 40 cents a pound, we are now compelled, by
reason of the excessive compensatory duty—I say excessive,
not by way of relationship, but on the value—to pay an ad-
valorem duty of 110 per cent. In other words, under the hill
as it now stands, tops valued at 40 cents a pound must pay a
tariff duty of 44 cents a pound.

Mr. SMOOT. That is absolutely true, becanse of the fact that
the wool itselfl bears a rate of 36 cents.

Mr. LENROOT. I understand, of course, because if we are
going to impose a duly of 36 cents upon the coarse wool we
necessarily have to carry that compensatory duty into the tops,
into the yarn, and into the cloth. I am not criticizing. I am
simply stating now where the consumer must necessarily be
affected when it gets into the final produect by reason of the
compensatory duties made necessary by the action of the Senate
already taken.

Mr. SMOOT.
concerned.

Mr., LENROOT. Exactly. I do not want to go over the
matter upon which the Senate has taken action, but the Senator
from Idaho [Mr, Gooping] yesterday repeatedly made the state-
ment that the Tariff Commission found that it cost just as much
fo raise a pound of wool of the quarter-blood class and lower
as it does of the fine wool. I do not think the Senator from
Utah [Mr. Smoor] will concur in that statement, because the
Tariff Commission have pever made any such finding.

They have made a finding that is exactly to the contrary.
Yesterday when the statement was made I did not have the in-
formation which 1 thought was contained in the report of the
Tariff Board, and therefore I was not in a position to chal-
lenge the statement of the Senator from Idaho. The fact is,
as the Senator from Utah will admit, that the report of the
Tariffi Commission, where they found that the cost of raising
a pound of wool, including interest, was 45 cents, and without
interest from 35 to 37 cents, covered only the territory wools,
only the wools in the range States, only the high-shrinkage
woolg, They made no finding in their recent report upon wools
upon the farms east of the range States. Their report covered
only the territory wools.

But in 1911 the Tariff Board, in a very comprehensive in-
vestigation which it made at that time, went very thoroughly
into the question of the cost of raising the wool of the cross-
bred sheep and of the fine wool, and I now have that informa-
tion and I want to put it in the REcorb.

In the Report of the Tariff Board, volume 2. pages 3658-369,
they found that of the finest class of wools the actual cost—
that is, the cost to charged to that wool—was 40 cents a
pound when the selling price was 28 cents a pound, a loss to
the woolgrower of 12 cents a pound.

Mr. POMERENE. I do not think the Senator stated to
which wool that refers. The Senator from Utah Informs me
it refers to the finer wools. I merely want the REcorp fo show
that.

Mr. LENROOT.

That is, so far as the low-priced wools are

1 am just now referring to the fine wools,
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Mi, POMERENE. I was not sure that the Senator seo stated)
I merely wanted the Recorp to show,

Mr. LENROOT. That refers to the finest wool. On the next
grade’ they' found the cost to be charged to wool was 32 cents
a pound'when the seHling price was'2T cents. On the next
grade it was 27 cents 'cost and the selling price 26 cents.. On
the next grade it was 22 cents' cost'and the selling price 2T
centg; On the-next grade it was 12 cents cost and 'the selling'
price 24 cents. THen they have a separate tablé upon the cost’
of raising wool of’ the crossbred, which is three-eighths and
lower; and instead of there being any charge against the wool
of the crossbred, there was a credit in 1911 of 2 cents a pound.
In other words; the receipts on the first'class——

Mr. SMOOT. Of course, the Senator knows those figures
wonld not apply to-day?

Mr. LENROOT. Oh, no. It is, of course, only a quesjion
of relationship. The fizures' I am giving have no bearing upon
present cost whatever, but I think the Senator will admit that’
they are important ‘as bearing upon the relatienship.

Mr. SMOOT. They are relatively so, with' this exception:
Of 'course, there is a plan now of disposing of lambs as against
disposing of wethers in years past, which has changed ' the:
relative cost' of the wool. But I say to the Senator frankly
that there is something of a difference even to-day in the'dif-
ferent classes of wool

Mr. LENROOT. On the first class upon which the Tarif
Commission reports the net charge per head 'was $2.81, while
the receipts per head, wool and mutton, were $2.10.' On the
next class $2.59 was the charge and the receipts were $2.24.
On the next class the net charge per head was $2.50 and the
total receipts were $2.49.

Now we come to crossbreds., The charge was $2.78 and the
receipts were $4.38 per head. Of course, that tells the story

of why the farmers are raising crossbreds at 'all in the United |

States. It is because their chief value is for mutton and not
for wool. The relationship of that is given by the Tariff Com-
mission. While for the finest wools the percentage of ‘receipts

for wool is T8 as against 22 for muiton, when we come to the
crosshreds the receipts for wool are only 33 per cent as against
67 per cent for mmutton. Will anyone say, then, that it costs as
much to raise wool from the crossbreds as it'does from' the
merino? Of course not.

Now, then, to carry the matter one step further and give the
conclusions of the Tariff Commission, they say, on page 372:

In the case of crossbred flocks the receipts from other sources are
derived almost entirely frem mutton, an
but few mature sheep. sold except the ewes from the: flock, such
recelpts must consist mainly of returns from sales of fat lambs. The
wool sold is chiefly from the breeding ewes, as but few or no wethers
are kept.

Again, further on they say:

In the case of the crossbred flocks the average total malntenance
costs per head are, aa already stated, $2.78 and the average receipts
?er head from other sources than wool are $2.92, The recei there-
ore, pay the total costs and afford a balance of 18 cents, which, added
to the total receipts
$1.62 per head as pro

In their summary they say: v

In the western region of the United Btates, with approximatel
36.200'000 sheep, the net charge against a' pound of wool is about 1
cents. ;

Under the present fizures it would be: 37 centg as against 11
cents ag reported in 1911. That is correct, is it not?

Mr. SMOOT. That isin the grease, I will say to the Senator,

Mr. LENROOT. 1 understand it is'all in the grease.

In the other sections, with about 15,000,000 sheep, the net charge
against a pound of wool from the merino sheep, which number ap-
goximntc]y 5,000,000, is about 19 cents, and the net charge against

¢ wool grown on sheep of the cross type'is negligible.

Mr, President, basing the proposition upon the report of the:
Tariff Commission, I think I have demonstrated the accuracy of
what T said last night that the tariff ‘rate of 33 cents will afférd
very much higher protection, based upon the cost of production,
to the growers of crossbred sheep than it will to the growers of
wool of the high shrinkages. 1 wanted to get those facts into
the Recorn, because I do not want to be understood as stand-
ing here upon the floor and advocating a lower rate of protec-
tion proportionutely for one class of sheep growers than I do
for another class of sheep growers.

Mr. President, I am not going to preach any’ funeral sermon’
over what has been done, but if we could have made a distinc-
tion between the guarter blood and lower we would have given:
to. the growers of the quarter blood the same equal proportion-
ate protection that we do to the growers' of the territorial
wool, and yet we conld have reduced prices to the consumers:
in this country very materially.

Mr. SMITH. Mr. President, I do not think there is'any
more appropriate time than the present'to call attention to

since’ the: schedules show

thr bead from wool—$1.46—produce a total of

some of the difficulties under which the farmers and truck
growers of this counfry are laboring. An old preceptor of
mine once said to me that one illustration was worth an hour's
argument. I have listened to this debate from the beginning
of the tariff discussion until now, and I have wondered what
effect the debate would have upon the American public. The"
judgment of the American people will be based upon what Jaw:
you finally pass. I have here a communication from a con-
stituent of mine relative to one of the products of the farm and
of our State.

I have formerly taken occasion here to call attention to the
faet that it is practically impossible for the farmer to receive
certain benefits which you are trying to secure to the American
farmer; that it is impossible for the farmer; sitnated as he is,
to receive anything like his share of such' benefits under the:
proposed tariff, L

We have on the statute books a law which empowers the-
Interstate Commerce: Commission to fix-such rates, fares, and!
charges on' the railroads as shall approximately yield a re-
torn of' 6’ per cent for the capital invested by the railroads”’
for the public use. That commission doubtless has endeavored
to do that, and that is' illustrated in the lettér which I am
going to read.

There are organized commission men who have a fixed
charge; there are organized fertilizer men who have a fixed'
charge. New,; I wish the Senate to listen to this letter, which
is written to me and which incloses some New York commis-
sion house accounts of sale of the article in guestidn, showing
what part of the proceeds were received by the farmer who
in the heat and cold went out and caused to be produced in-
his fields edibles for the people in the city to which they were
shipped. I am - going to read the letter. It indicates that,
while- werare busy passing ‘laws of which, because of the na-
ture of their organization, the manufacturers and the finan-
clers can avail themselves, we have utterly neglected to pro-
vide means by which the agricultural interests of the country
can capitalize their work in such manner'as to foree a just
division of the proceeds from the wealth which' they produce.
The letter is writtén to me by a man who lives in the heart of
the truck-predueing section of my State, He says:
| Dmanr Sir: I am just wondering if T'm doing the right thing in taking
a minoterof your valuablé time to listen- to a‘complaint that is general
in: this section this year. The inclosed sales of melons will explain in
a Flam- what I mean. I shipped these melons to New York, and they
gold for less than the freight and commission. In other words, the
rallroad company charged me from $132.50 to $150.24 on the same cars’

the commission man got’his:commission, and, under my guar-
anty, I will have to send my check. for $63.48 to square aceounts, having,
alrendy lost the melons. In other words, I paid $63.48 for the privilege
of glving  New York three cars of good melons, The railroad got
theirs, the commission man his, and me and my hands sweated over these,
for several months and then. was called on to pay $63.48, in addition
1o losing fertilizer, seed, and all the work done. Can this be remedied?
Seems to me that it's so unfair for the farmer to lose all, that the:
raflroad should be: made to refund at least $50 a car on this year's
shipments, and that rates should be fixed for another seasom so that
the farmer could at least live, I don’t know what you ecan do, &erharm
nothing, but if anything can bé done 'm sure thag you with the help
of the others can do it.

Mr. President, I ask to have printed in the Rrcorp the three .
accounts of sale which aceompany the letter.

The PRESIDING OFFICER. Wifthout objection, it is- so
ordered. - .

The accounts of sale are as follows:

(Frank Hewitt & Co., wholesale fruit and produce and commission’
merchants, 23 and 24 Bronx Produece House, One hundred and thirty-
second. Street and Willis Avenue. Sales No. 4838. Received. 7;1%.
Via New Haven. Car No. Sea 27691.)

New York, July 18, 1922,

Sold fox the aceount of S W. Copeland, Ehrbardt, 8. C.:

1 car 1 §135. 00
—_—y

Freight - 150. 34
Commission. 5 e ts 18.50
Total 163. 84

B 1356. 00!
Defleit —— 28 .84

(Frank Hewitt & Co., wholesale fruit and produce and commission
moerchants, 23 ‘and 24 Bronx Produce: House,. One hundred and: thirtys
pecond Street and Willis Avenue. Sales No, 4839, Received T/13.
Via New Haven. Car No. SBea 27481.)

NEW YORE, July 18, 1922,

Sold for the account of S. W. Copeland, Ehrhardt, S. C.:

3 car lons__. - $125. 00/
_———=

Freight 3132. 14
Commissi 12N
Tetnll 144: 64+

Sold 126..00.,
Deficit. s 19, 64
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(Frank Hewitt & Co.. wholesale fruit and produce and commission
morehants, 23 and 24 Bronx Produce House, One hundred and thirty-
secound Street ang WIllls Avenue, Sales No. 4800. Received T/11.
Yin New layven. Car No. ACL 22325.).

New YORK, July I8, 1922,

Sold for the account of 8. W. Copeland, Ehrhardt, 8, C.:

1 ear melong_ __ . __ A | $135. 00
6. 50

PFrelght - —acoo oo | ABED
Commission . oo e e - 13, 50
___________________________________________ 150. 00
gflf?i' SR R R SR S S B 135. 00
D e e et ot s e T 15. 00

Mr. SMITH. As will be noted, the figures indicate a total
defieit which had to be met by the grower and shipper of the
melons of $03.48 on the three cars of melons.

Mr. President, some of us who patronize restaurants give
20 cents for one-eighth of a watermelon, representing a refail
price of $1.60 for the melon. The writer of the letter which I
have read gives all his time, his land rent, and the labor of
himself and his employees, and then pays $63.48 for the privi-
lege of shipping the melons produced by him to the city. The
main point is that the railroads, for melons shipped on an open
ear, which iz very often a cattle car, received §150 for one car
from Elrhardt, 8. C., to New York, while the producer of the
melons, at the merey of a combination in the sale of his product,
has to pay from $12 to $15 a car for the privilege of sending
his melons to New York,

Mr, WATRON of Georgia. Mr. President——

Tlhe PRESIDING OFFICER. Does the Senator from South
Oarolina yield to the Senator from Georgia?

Mr. SMITH. 1 yield.

Mr. WATSON of Georgia. I should like to ask the Senatfor
from South Carolina whether or not the outrageous freight
charge imposed upon thie melon shipper has been legalized by
the Interstate Commnierce Commission?

Mr, SMITH. As a matter of course, under the present law
the Interstate Commerce Commission was converted into a tax-
ing mmachine for the benefit of the railroads.

My, WATSON of Georgia, Then, Mr, President, is not the
real erime in the ecase—the crime of robbery—that of the
Interstate Commerce Commission, and can not we handle it?

Mr, SMITH. Yes. The fact of the business is that we, a
legislutive body, ought not to take into account alone certain
public utilities which necessarily belong to our jurisdiction,
but, in adjusting the compensation for the work rendered by
{lie earriers and other publie utilities, there ought to be taken
intu consideration the condifion under which the carriers are
supported. What I mean to say is that if we by legislative
enactment—and I do not know but that we should do it—are
going to determine rates and take over the regulation of what
the railroads shall charge, then we, as legislators, ought to pro-
vide a method by which those who produce the freight shall
have means at their disposal by which they may graduate their
prices in accordance with the overhead which we impose upon
them,

What have we done in the way of legislation that would en-
able these men to form a system of selling by which, when the
man knew that the freight would cost him $150 a ecar, he could
regulate the price gf his melons to a point where it would ab-
sorh the $150 and still leave him a profit? What provision
have we made to our agricultural classes in the for . of bank-
ing legislation or credit legislation that meets their needs as
adequately as we have provided for the needs of the ordinary
commercial enterprises of this country?

Mr, WATSON of Georgia. Mr. President

The PRESIDING OFFICER. Does the Senator from South
Carolina yield to the Senator from Georgia?

Mr. SMITH. I yield.

Mr. WATSON of Georgia. On the Interstate Commerce Com-
mission there are two members from the State of New Jersey—
a State which is notoriously crisscrossed by railroads and elec-
tric lines, and has almost no agricultural interests at all. The
great southern coast of this country, from Kentucky on up to
north Virginia, including the seaports of Galveston, of Miami,
of Fernandina, of Brunswick, of Savannah, of Charleston, of
Norfolk, has no representative whatever on that commission.
What redress will we ever get so long as we stand here and
talkk about it, and do not get together and agree to do some-
thing?

Mr. SMITIH. Mr. President, I think it is unfortunate that
the southeastern division of the freight tariff has not a repre-
sentative on the commission; but, in all justice to the Inter-
state Commerce Commission, it must be said that they are
operating under the lnws that Congress passed. We have granted

them the power and laid upon them almost a command to fix

rates, fares, and charges at a point that will average 6 per
cent, not upon the active roads alone but upon the property
devoted to the public use. We are busy here with a tariff
under the plea that we hope to preserve the Anierican secale of
wages and American industries for the American people, pro-
viding by this very law a means by which competition is prac-
tically stified, because no man can read this bill and compare
it with those that have gone before without agreeing that it
approximates an embargo. The truth of the matter is that
protection, when it gets away from the idea of alding in the
development of an infant industry, assumes the aspect of an
embargo. By no process of reasoning can you arrive at any
other conclusion. It is, to all intents and purposes, a legalized
form of destroying foreign competition with the domestic man-
ufacturer. Organized means are necessary and essential for
any artificial production, such as that of the manufacturer.
He can avail himself of this law because he can control his
output. He can curtail his production at any hour; but when
it comes to the natural producer, he has no control over either
the quantity he is to make or the quality of what he is to
make; and hence, not being able to take an order for future
delivery with the knowledge that he can fill it both as to quan-
tity and as to quality, he must wait until the product is ready,
and when millions of his fellows in like condition with him-
self are ready, you have a 12 months’ supply on the market
that must be disposed of within 30 to 90 days (o meet the
obligation incurred in its production. What is the result?
The man or the men who are organized and have the means
buy the product on the markef, discounting the earrying charges
for the next 12 months, and then giving the producer what in
their judgment it would be safe to give him and allow the
buyer to have a safe profit.

I say that we have been derelict in our duty. Affer 150
years of American history, those who have clothed us awml
fed us and shod us have to go hungry and barefoot and naked
in the midst of plenty, hecause we have not provided the means
by which they can dispose of the wonderful wealth they pro-
duce in such a manner and in such gquantities as will guarantee
them a living profit.

Where is there written upon the statute books a banking
system or a credit system by which such absurd things as the
return sales that I have read would be possible? KEach year,
with the fluctuations of governmental control from Republicans
to Democrats and back again, we hear the ery of a tariff. It
is a paramount issue, and up until the present Congress I
thought it was the dividing line between the two parties. I am
beginning rather to modify my ideas about that: buf, anyhow,
we have considered the tariff the dividing line between the two
parties, and we were doing what? Every man knows that we
were legislating for special interests to get special profits,

Think of the absurdity of a body of men such as the United
States Senate is reputed to be legislating as we do and claim-
ing that we are doing it for the benefit of American labor! We
put on this tariff under the gnise of wanting American labor to
have the benefit of protection against the competition of the
pauper labor of Europe. Show me one line in this bill or In any
tariff bill ever written where we have provided that the rise
in price accruing by virtue of the tariff should be paid to the
labor employed in producing the articles. There is not a line
nor a suggestion of a line which says that whatever additional
price accrues shall go to labor, or shall even be divided with
labor. You give it to the manufacturer in the sale of his
goods and trust his philanthropic impulses as to what he will
give labor.

I think that at some time during the discussion of this bill I
shall introduce an amendment to the bill to the effect that
whatever difference in price accrues fto any manufactured
article produced in this country under this bill shall be given
to the labor employed in its production, or at least a certain
percentage of it; and I will make provision in my amendment
that the Federal Government shall indicate the proper officer
to see that that is done.

If we are doing this for labor, let us write labor in this bill
and see that they do get it. Instead of giving it to the manu-
facturers and saying to them, “ We are going to protect you
against the competition of the pauper labor of foreign ommme‘s
in order that you may give a decent American wage to Ameri-
ean lahor,” let ug, as honest men, put it in the bill and make
provision that it shall be carried out.

Here is a laborer, and he pays $63.48 of actual money out of
his pocket for the privilege of giving New York three carloads
of watermelons, besides his land rent and his fertilizer and
his time and his money that he spent in producing them. We
can not sit here and do this thing forever and forever, with
a constitnency feeling the grind of the unfairness and the in-
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consisteney of this condition, without danger to us and danger
to the Republic. We are not deceiving the American people
as well as we think we are. These things can not go on and
this country prosper politically, socially, or morally. We are
charged with the duty of regulating these things. We are
charged with the duty of seeing that our commercial and
economic laws are so framed that every man sghall have an
equal chance to benefit according to his ability. Read this bill
and see how much we have equalized or proposed to equalize
the burden.

We are going to put a tax on bagging; we have a tax on
ties; and the southern farmer puts his free cotton in taxed
bagging and ties, and under the 30 per cent tare he has to give
away his bagging and ties to the purchaser of the cotton. He
not only pays the ordinary price but he pays a duty on them
and gives them away.

Mr. DIAL. Mr. President——

The PRESIDING OFFICER.
Carolina yield to his colleague?

Mr. SMITH. I yield.

Mr, DIAL, They even fax the arsenic with which the grower
of watermelons tries to keep the bugs off the watermelons, do
they not?

Myr. SMITH. That is a fact. I had not thought of that. It
did not occur to me. They come in here with a duty on a by-
product ealled arsenic that the melon grower of the South is
depending upon now to keep what is called the cucumber bug
from eating up his watermelons. They actually put a duty
on the arseni¢c by which he hopes to poison the insect that
. possibly would ruin his watermelon crop. He not only has
to pay for his arsenic, but now they propose to put a duty on
it. He pays all the freight and the overhead charges and gives
up his land rent, and then goes into his pocket and takes out
$63.48 of money that he earned in some other way and makes
that a present to the people who take his watermelons,

Mr. WALSH of Massachusetts. Perbaps it is to prevent the
disheartened and discouraged consumers who have to pay the
taxes levied in this bill from poisoning themselves.

Mr. SMITH. I do not think they are going to poison them-
selves; but, God bless your soul, they are going to poison some
other people. Now, you can remember that, This poisoned
bait, designed to kill off all foreign competitors, is going to
kill off some home people. You can not do this thing,

I sat here the other day and listened to the discussion as it
wiandered off into details and minutie, and I thought: “ What
is the issue?” The issue was, from the Republican standpoint,
what was a reasonable rate of duty to measure the difference
between the cost at home and abroad? What were you doing?
You were discussing how much was imported and how much
was exported, and when you got it down to the last analysis
the question was, How much did the manufacturer say he
wanted? That is the basis upon which this bill is written.

Mr. President, I am not going to bring a railing accusation
against the other side. Some ome has said that the most
dangerous thing in the life of a man or a community is the
horrible inertia of habit. We have actually gotten into the
habit of thinking in terms of manufacturers and their pros-
perity, while the consumers and producers of the raw material
never seem to cross the legislative brain. Their cry comes up,
and it is unheeded. When organizations are formed by people
to protect themselves we are disposed to think that they are
outside the law. When we thoughtfully, or thoughtlessly,
provide the very means by which one class of our ecitizens may
organize for their own benefit and to the hurt of others, we
need not be surprised when the helpless ones organize to pro-
tect themselves, The logic of modern events is combinations.
It is the absolute sequence of modern law and its modern ap-
plication. We will 'never be able to destroy the tendency
toward combination. Combinations are inherent and natural
foreces of the creative hand. But we should provide that each
and every necessary organization in this country should have
the same law, and the same opportunity under the law.

I had not intended to say this muech, but I do feel acutely
the existence of these conditions right at the time when we are
spending weeks and months deviging means by which the
manufacturers of this country may be protected and their
profits guaranteed. I am not inveighing against the stand of
the Republican Party, but I do say that, in this bill, we should
have a reasonable regard for the men who produce the ma-
terial out of which the manufacturer must live, I think we
ought to amend our transportation act now. I think we ought
to incorporate into this bill at least snch a modification of the
rates proposed here as will give the consumer and the pro-
ducer an opportunity to live.

Does the Senator from South

Before I take my seat let me call the attention of the Senate
to another thing. I took occasion to go down street the other
day to purchase a pair of shoes, and so far as the retail price
of shoes is concerned, there has been practically no diminution
from the war peak. I paid $14.50 for a pair of shoes which
readily sold for $5 or $6 before the war. I went to my tailor
to have a suit of clothes made, and he charged $107 for a suit
that just before the war I could get for from $45 to $50.

With that kind of thing going on, and the purchasing power
of the dollar of the ordinary laborer and farmer shrinking to
one-quarter its pre-war purchasing power, so far as we can
avoid it we should not pass any law by which any discrimina-
tion in prices would be possible. I think it would be a whole-
some lesson to the shoe dealers of America if we were to take
the duty off shoes, as we did in the case of hides; take it all
off. I do not know whether that would avail or not, for the
reason that we have to wake up to the fact that the facilities
for transportation and communication have become so perfect
the world over that we have international combinations now
where there used to be only national combinations. The mar-
kets of the world, as I attempted to show when I had charge
of the duties on thread in the cotton schedule, are under the
control of these gentlemen, and they fix prices regardless of
tariffs and regardless of whatever financial system you may
set up. They have the power to crush competition and reim-
burse themselves at their pleagure., They have a worse power
than ‘that. They have a power to invite competitors to join
and make it possible for them to join, and when they reach that
stage competition dies. Those are the conditions existing now.

Mr. SMOOT. Mr. President, the Senator's watermelon story
is not half as bad as one I can tell about a carload of peaches
which came all the way from Utah to Chicago. Not only did
we not get anything for the peaches—they were dumped into
the river—but we had to pay for the peaches and the freight
and the boxes the peaches were put in. How is the Senator
going o arrange the distribution of these products? For in-
stance, peaches have to go onto the market within 30 days after
they are picked ; the whole erop has to be marketed within that
time. The incident to which I referred happened a few years
ago, not in one case but in hundreds of cases. Following that,
I know of whole orchards of peach trees, of 10 acres, 20 acres,
or 30 acres, which were absolutely dug up, which cost at least
a thousand dollars an acre to plant and grow, and which were
bearing peaches. How does the Senator intend fo regulate the
distribution of such perishable goods? I think the water-
melons to which the Senator referred went on the New York
market, and perhaps the market was overflooded with water-
melons and the price went tumbling down.

Mr, SMITH. It always does in such a case.

Mr. SMOOT, I have said many a time on the floor of the
Senate that there Is something radically wrong with our dis-
tribution system. There is something wrong not only with the
amount of profits charged the consumer, but the distribution
and the handling of them need remedying. That is one of the
greatest questions we have in America to solve to-day.

Mr. SMITH. Mr. President, it is a significant fact that for
nearly 50 years the Republicans have been in power, and they
never even approached a solution of the problem. We did make
a start under the Democratic administration through a modifi-
cation of our banking and -currency law.

I will say to the Senator from Utah that perhaps thepe is a
dawn of relief from the splendid object lesson of the California
Fruit Growers' Association. They had to combine and sell
their products on the ground. They fixed the price and told the
purchasers to come and get it. Through our miserable lack of
initiative in taking care of those who are helpless under pres-
ent conditions we are driving them into mutual cooperative or-
ganizations. It is going to force them to take the marketing
business in hand and dictate their own terms. Labor, in order
to protect itself, has organized, and we are beginning to have
an object lesson now as to what the organization of labor
means.

Mr. STANLEY. Mr. President—— ]

The PRESIDING OFFICER. Does the Senator from South
Carolina yield to the Senator from Kentucky?

Mr. SMITH. I yield. *

Mr. STANLEY. The Senator is talking about a subject that
is of very great jnterest to me, and one to whieh I have for the
last 20 years given such poor thought as [ could.

I have heard a great deal of talk, a great deal of discussion,
of the farmer taking the market into his own hands. The farm-
erg in Kentucky time and again liave in a measure dictated the
price of their tobacco. I saw them start tobacco at 3 cents a
pound and run it up to 12 cents. That is easily understood.
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Here ig an area you can cross in a few hours by auntomaobile,
from: north to south, or east to west. cnltivated by intellizgent
men, who can meet for the purpose of cooperation.

The volume of the commodity is such that it can be: con-
trolled! They can fix the price-for the time being, if not perma-
nently. The fruit growers in California and the truck farmers
on the Rastern Shore of Maryland can do: the same. The
growers of long-staple cotton might do it.

But take wheat, which is grown on every acre of arable
land: between the Tropic of Capricorn and the Tropic of Cancer
and the polar zones. It isigrown under all sorts of conditions;
by all sorts-of people, men speaking all sorts: of languages, with
all sorts of customs. If you held every busliel of wheat raised
in the United States you would not materially affect its price.

Suppose- the farmer held his' corn;’ what good would' it do
him? He would have to control the price of wheat, he would
have to control the price of other things which could be sub-
stituted: for corn. :

As a friend of the farmer it is my candid opinion that any-
thing: like a control by cooperative action of the staple com-
maodities he: sells ig utterly impossible; except under the con-
ditions I have named: On the other hand, everything he buys
ean be controlled by the manufaeturer and producer.

In'my own State of Kentucky they have lately: repealed per-
haps the hest antitrust law ever put on the statute: books,

I ean conceive of mo worse friend to the farmer than he who
comes to him with' the story that he will benefit him by repeal-
ing antitrust Inws, by exempting him from any kind of law
preventing combination in' restraint of trade;, by fattening him
with the filthy usufruct of a protective tariff, by’ endowing
him with political rights as a class instead of ‘endowing him
with political rights as a citizen. Those who talk- that way
may think: they are the friends of the farmer, but to the
judicious they are the most dangerous enemies agriculture has
to-day ; not that they are not sincere, not that they are not well
meaning, not that they are demagogues—although: many dema-
gogues play upon' that chord—but if they bhelieve it they are
mistaken; if they say it without believing it, there i no neces-
gity for any characterization.

M. SMITH. Mr. President, the idea the Senator has:ad-
vanced, the history of the past seems to bear out.

1 wish to make one further statement, and them I am not
going to discuss the subjeet further. I said' a moment ago that
{lie logie of events, the natural sequence of modern employment
of mechanieal forces in the production of the world, have made
combinations absolutely necessary in order to meet——

Mr. STANLEY. Mr. President, if the Senator will pardon me,
I hope I shall not be misunderstood as in any way opposing
farmers' organizations for collective bargaining. They are per-
fectly right and proper. What I'mean is that the farmers should
form those organizations within the antitrust laws, which-is
easy epongh, and not seek for exemption or repeal of those laws,
because they would suffer more than they would gain by it

Mr. SMITH. The thoughtful, I am sure, will agree with the
statement I’ have made that combinations are the necessary re-
sult of the logic of events and the natural sequence of modern
employment of mechanical forces-in the production of the world,
and, therefore, the corollary of that is equally frue, that the tre-
mendous, incaleulable power that grows out of these combina-
tions will be used for the purpose of enriching the members. of
the combination, and under another natural law, viz, that every-
thing moves along the line of least resistance; the wnorganized,
being in position to offer the least resistance; become the neces-
sary vietims. Therefore the agriculturists of the country must
learn to lose their identity as individuals in the sale: of their
produce, just like members of a corporatien lose their personal
jdentity as stockliolders, leaving it to tie sales agents to frans-
act the business for themu

I think we are rapidly approaching that condition, but right at:
the very beginning of this necessary and commendable effort om
the part of agricnlture to combine for the purpose of distributing
the wealth they have produced over the season when the trade
will absorb it they find themselves tfotally without a banking or
eredit system which will meet that condition: We have provided
a system of commercial banking for 30, 60, or 90 day paper that
will challenge the world. Every one of the principalicivilized
Governments of Europe has an agricultural banking system to
meet the necessities of the agriculturists of their country; but in
the very beginning of the effort on the part of the agriculturists
of this country to combine to meet combination they find them-
selves totally unprovided with any system: by which they can
meet the peculiar exigencies which necessarilyinbere in thein
business.

Mr. WALSH of Massachusetts, Mr. President, I' ask for
the yeas and nays upon my amendment.

The yeas and nays were ordered.

Mr. WALSH of Massachusetts. TI' ask that the Secretary
report the amendment which T have proposed to the committee
amendment,

The PRESIDING OFFICER (Mr. Srevcer in the chair).
Tlie Seeretary will report the pending question.

The Respr¥e CrLErk. - On page 145, line 2, the Senator from
Mussachuosetts [Mr. WAnsa] moves fo strike ont * 20" in the
amendment of the committee as modified and insert “15," so
that it will read *“15.per cent ad valorem.”

The reading clerk proceeded to call the roll.

Mr; GLASS (when hig name was called). T transfer my
genern]l pair with the senior Senator' from Vermont [Mr
DituNeEas] to the senior Senator from Texas [Mr. CULBER-
soN] and vote “ yea.”

Mr., HALE' (when his naine was called). 1 transfer my pair
with the senior Senator from Tennessee [Mr. SHI1ELDS] to the”
junior Senator from Maryland [My. Werrer] and vote “ nay."”

Mr; JONES of New Mexico (when his name: was called). I
transfer my general pair with the senior Senator from Maine
[Mr. Feernarp] to the semior Senator from Nevada [Mr. Prrr-
MAN] and vote “ yea.” .

Mr: McCUMBER' (when his name was called). The junior
Senator from Nevada [Mr. Oppix] if present would voteé “nay ™
upon this question. Tlerefore I transfer my pair with the
junior Senator from Utah [Mr. Kine] to the junior Senator
from Nevada [Mr. Oppig] and vote *“nay.”

Mr. NEW (when his name was called). Transferring my
pair with the junior Senator from Tennessee [Mr. McKELLAR]
to the junior Senator from Washington [Mr., POINDEXTER], T
vote *“nay.”

The roll’ call 'was concluded.

Mr. BALL, I have a general pair with the Senator from
Florida [Mr. Frercuer]. I' transfer  that pair to the juomior
Senator from: Vermont [Mr. Pace] and vote “ nay.”

Mr. BURSUM. I have been requested to announce, on be-
half of the senior Senator from California [My: JoHNsox],
that if he were present he would' vote “mnay ™ on this question,
Had he been present on-the previous vote he would have voted
in favor of the committee amendment.

Mr. McCUMBER, The junior Senator from Idaho [Mr
Gooping] i necessarily absent fiom the Chamber. If hie were!
present, he would vote *nay.”

Mr. McLEAN. I transfer my pair with the senior Senator
from: Montana [Mr. Myers] to the' junior Sepator from Idaho
[Mr. Goopineg] and vote “nay.”

Mr. DIAL. T am paired with the senior Senator from Michi-
gan [Mr. Towxsexp]. I transfer that pair to the junior” Sen-
ator from Rhode Island [Mr. Gerry] and vote “ yea.”

My, WALSH' of Montana (after having voted in the affirma= |
tive)., I inquire if the Senator from New' Jersey [Mr. Fre-
LINGHUYSER] has voted? A

The PRESIDING OFFICHR. That Senator has-not voted.

Ar. WALSH of Montana. I have a pair with that Senator,
and in his absence, being unable to obtain:a transfer, I with-
draw my vofe. .

Mr. SMITH (after having voted in the affirmative). I have
a general pair with the Senator from South Dakota [Mr.
Sterriveg], who is absent. Being unable {o secure a transfer;
I shall’ have to withdraw my vote. If permitted to vote, I
would vote “yea:”

Mr. WATSON of Georgia. I have a pair with the senior Sen-
ator from California [Mr. Jouxson]. In’his absence, being
unahle to-obtain a transfer, I withhold my vote.

Mr., CURTIS. I wish to announce that the junior Senator
from California [Mr. SHorTRIGE] and the senior Senator from
South Dakota [Mr. STeErTING] are absent on official business,

T also wish to announce the following gegeral pairs:

The Senator from New Jersey [Mr. Epee]l with the Senator
from Oklahoma [Mr. OWER];

The Senator from West Virginia [Mr. Brxins] with the
Senator from Mississippi [Mr. HARRISON]

The Senator from Indiana [Mr, Warsox] with the Senator
from Mississippi [Mr. Witriaas]; and

The Senator from West Virginia [Mr. SuTHERLAND] with the
Senator from Arkansas [Mr, Romixsox].

The resnlt was announced—yeas 21, nays 33, as follows:

YEAS—21.
Ashurst Heflin Pomercne Underwood
Borah Hitcheock Sheppard Walsh, Mass,
Caraway Jones, N. Méex. Simmons Watson, Gai
Dial- Kelloge: Stanley
Glass Lenroot Swanson
Harris Overman Trammell

NAYS—33.
Ball Calder Colt Hale
Broussard Cameron Curtis Harreld
Bursum Capper Ernst Jones, Wash,
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Kendrick McKinley Newberry Spencer
Keyes McLean Nicholson arren
Ladd McNary Pepper Willis
Lodge Moses Phipps
McCormick Nelson Ransdell
McCumber New Smoot

NOT VOTING—42,
Brandegee Frelinghuysen Oddie Stanfield
Crow Gerr Owen Sterling
Culberson Gooding Page Sutheriand
Cummins Harrison Plttman Townsend
Dillingham Johnson Polndexter Wadsworth
du Pont ng Rawson Walsh, Mont.
Eidge La Follette Reed Watson, Ind.
Elkins McKellar Robinson Weller
Fernald Myers Shields Williams
Fletcher Norbeck Shortridge
France Norris Bmith

So the amendment of Mr. Warsa of Massachusetts to the
amendment of the committee was rejected.

Mr. SMOOT. On page 145, in line 1, I move to strike out the
words * not specifically provided ” and the comma.

The PRESIDING OFFICER. The amendment to the amend-
ment will be stated.

The Reapine CrErk. In paragraph 1106, page 145, line 1,
the Senator from Utah proposes to strike out the words * not
specially provided for ™ and the comma.

The amendment to the amendment was agreed to.

The PRESIDING OFFICER. The question is on agreeing
to the amendment of the committee ag modified.

The committee amendment as modifed was agreed to.

The next amendment of the Comunittee on Finance was, on
page 145, alter line 2, to strike out—

Par. 1107. Yarn, made wholly or in part of wool, valued at not
more than 55 cents per pound, 20 cents per pound and, in addition
thereto, 15 per cent ad valorem: valued at more than 53 cents but
not more than $1.50 per an!d. 40 cents per pound and, in addition
thereto, 18 per eent ad valorem ; valued at more than $1.50 per pound,
30 cents per pound and, in addition thereto, 20 per cent ad valorem.

And in Heu thereof to insert:

Par, 1107. Yarn, made wholly or in chief value of wool, valued at
not more than 30 cents per pound, 28 cents per pound and 30 per cent
ad valorem ; valued at more than 30 cents but not more than £1 per
pound, 89 cents per pound and 35 per cent ad valorem ; valued at more
than $1 per pound, 39 cents per pound and 40 per cent ad valorem,

Mr. WALSH of Massachusetts, Mpr, President, this is an im-
portant amendment, 1 wish to point out, first, that there are
three distinet changes proposed in the Senate committee amend-
ment when compared with the House provision. The first
chauge is that the Senate committee amendment proposes to
increuse the compensatory rate, That probably is justified
upoir the ground that the rate upon raw wool has been in-
creased. While the compensatory rate may be justified upon
that ground, the fact remains that the burden to the consumer
is being carried along through all of these various items by
reason of the oppressive and very high rate of 33 cents per
pound upon the raw wool.

The second change to be noted is that the ad valorem protec-
tive duties in the House text have been doubled in the Senate
committee amendment. That may be explained in part by
reason of the fact that the House ad valorem rates were based
upon Amnierican valuation, while the Senate rates are based
upon foreign valuation; but that does not fully account for the
doubling of the ad valorem rates. There has been an added
protection given to the makers of yarn by the high rates pro-
vided in the Senate committee amendment.

Thirdly, the Senate committee amendment lowers the brack-
ets. The lowest bracket provided by the Senate committee
amendment, namely, yvarns valued at not more than 30 cents
per pound, is useless, because it is inoperative. There is no
¥arn made with a lower valuation than 30 cents a pound, and
the only purpose of including that bracket is for camouflage,
to make it appear that a lower rate has been fixed upon yarns
of less value than 80 cents per pound than upon yarn of a
higher value than 30 cents. So we are concerned about the
other two brackets which deal with yarn valued at more than
30 cents and not more than $1, where the specific rate is 39
cents per pound and the ad valorem protective rate is 85 per
cent; and yarns valued at more than $1 per pound, where the
compensatory duty is 39 cents per pound and the protective
duty is 40 per cent ad valorem.

As regards these brackets, we are again confronted with the
questions which we considered when we were discussing tops:
Are the compensatory duties provided in the Senate committee
amendment fair, and can they be justified in the light of the
information available as to the shrinkage of clean wool in mak-
ing yarn? Are the protective duties fair, and are they justified
by the difference in conversion costs in America and the United
Kingdom?¥ .

I do not know that I ecan put the cases before the Senate in
any better way than to call attention to what these rates in-
dicate in ad valorem terms, Yarn valued at 30 cents per pound
will bear an ad valorem duty of 116§ per cent, which means that
a pound of yarn coming into the port of Boston, New York,
Savannah, or New Orleans that represents a foreign valuation
of 30 cents when bought by the manufacturer to be made into
cloth will cost over 65 cents a pound.

Yarn valued at $1, under the rate provided in the committee
amendment, will bear an ad valorem duty of 74 per cent, while
yarn valued at $2 will bear an ad valorem rate of only 59 per
cent, Thus it will be noted that the cheaper yarns instead of
bearing a lower duty, as the wording of the bill would on its
face indicate, bear a much higher duty. So when we come to
vote upon the duties in this paragraph I want it clearly and
distinetly understood that a vote for the committee amendment
is a vote to double the price of yarn to the manufacturer who
wants to buy foreign yvarns made from the cheaper grade of
wool and to make a lesser increase in the price of yarns made
of the high-grade wool.

In order that we may understand more fully the excessive
character of this protective duty, I should like to call attention
to the duties levied in other laws.

Mr. SIMMONS. Mr. President

Mr. WALSH of Massachusetts,
North Carolina.

Mr. SIMMONS. I merely wish to ask the Senator a ques-
tion. I understood the Senator to say that the proposed rate
upon yarn valued at not more than 30 cents was practically
double some other rate, but I did net catch with what the
comparison was made, Was the Senator making the comparizon
with the present law or with the Payne-Aldrich law?

Mr. WALSH of Massachusetts. The rates provided in the
Senate bill, translated into ad valorem terms, represent an ad
valorem dufy of 1164 per cent upon yarns valued at 30 cents
foreign valuation, and upon yarns valued at $1 the Senate rate
translated into the ad valorem equivalent represents a duty of
78.6 per cent.

Mr. SIMMONS. T understand that, but I understood the
Senator in speaking about the rate on the low-grade yarns to
say that the ad valorem equivalent was double some other rate.

Mr. WALSH of Massachusetts. No. I intended to say, and
I think I did say—perhaps the Senator did not understand me—
that the ad valorem rate was so high that the price would be
doubled, that the foreign price of 30 cents would become io
the American manufacturer buying foreign yarns, after the
duty was paid, 65 cents.

When we come to consider the question of protection we
ought to ask ourselges not only what is the conversion cost in
the making of yarn in America compared with the conversion
cost abroad, but also is there any danger to this industry from
a flood of imports of yarns which will destroy the business of
the American spinner?

The facts are that practically the only imports of yarns
under any of the laws of the past have been yvarns of such a
character—faney-made yarns—as the American manufacturers
of certain fabries require and which are not made in this coun-
try. There has been practically no direct competition whatever
through the importation of yarns with the yarns made by the
American spinners. So it can not be argued that a situation
exists in this country which requires protection because the
market is being flooded or is likely to be flooded with the
cheaply made yarns which would endanger the business of the
American spinner.

Before I take up the question of the cost of the foreign yarns
of a given grade and the American cost of yarns of a like grade,
to determine the difference between the two and to see how it
fits into this duty, I wish to discuss corresponding provisions of
previous laws. "

In the first place, take that much repudiated and condemned
act, the Paypve-Aldrich law. T do not know whether Senators
have observed it or not, hut no one has condemned’ it more
vigorously than the Senate Finance Clommittee and nothing has
condemned it as severely as the record which the Senate Finance
Committee have produced here.

Mr. POMERENE. And they have condemned it as much as
they defended it before,

Mr., WALSH of Massachusetts, As the Senator from Ohio
suggests, they have condemned it as voeiferously and as earn-
estly as they praised it when they sought to enact it into law.
I challenge any Senator on this floor to state that he has heard
a word of favorable comment in this Chamber about the Payne-
Aldrich law. Has one voice heen raised to pay tribute to that
law or to those who voted for that law? Yet, with a rate of

I yield to the Senator from
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11 cents per pound on grease wool in the Payne-Aldrich law
and a rate in this bill of 33 cents a pound on the clean content
of wool, the compensatory duty is the same.

That is an admission by this committee that a compensatory
duty of 39 cents was all that in fairness and in honesty could
be asked when the duty levied upon raw wool was 83 cents;
yet the Payne-Aldrich law provided for a compensatory duty
of 38 cents on wool bearing a duty of 11 cents per pound, grease
content. It is, of course, a confession and an admission that
the Payne-Aldrich duty was exorbitant. In fact, the extent to

which protection was given in a concealed and veiled way-

through the compensatory duty levies was astounding.

I do not know whether the Senate understands me or not;
but under the Payne-Aldrich law the spinuners of yarns and
the weavers of cloth all were given a compensatory duty that
wias more than compensatory, and in addition to that were
given a protective duty, so that the protective duty that they
had was not the total protection which they received, but they
had in the compensatory duty a concealed protection which the
public counld not discern and could not appreciate ; and not until
the Taft Tariff Board made its exposé in 1912 did the people
of the country become aware of the scandalous, the outrageous,
the almost eriminal method adopted in levying compensatory
dnties in the Payne-Aldrich law.

Myr. President, I desire without interruption to discuss the
duties levied in previous laws.

COMPARISON OF THE COMPENSATORY DUTY ON YARN IN THE SENATE

AMENDMENT WITH PREVIOUS LAWS.

It is difficult to make a comparison because any compensa-
tory duty which is purely compensatory must reflect whatever
rate of duty is imposed upon raw wool; that is, it must be
worked out in scientific relation to the duty upon raw wool
under the tariff act. The raw wool duty has, of course, varied.
Under the emergency tariff act the compensatory duty upon
yarn—as upon other wool manufactures—is 45 cents per pound.
This is 6 cents per pound more than the compensatory duty in
the main brackets of the Senate bill. But it must be remem-
bered that in the emergency law, owing to the skirting joker,
the duiy upon raw wool, assuming an average shrinkage of 50
per cent, would be 60 cents per clean pound; whereas in the
Senate bill it is 33 cents per clean pound.

Under the Underwood law there was, of course, no compensa-
tory duty, since wool was admitted free.

Under the Payne-Aldrich law the compensatory duty on yarns
in the lowest bracket was 273 cents per pound. But upon those
falling in the remaining brackets—and this comprised the
bulk of yarn—the compensatory duty was 38} cents per pound.
Considering that the duty upon raw wool in the Senate bill is
50 per cent higher than the duty in the Payme-Aldrich law, it is
obyvious that a compensatory duty of 38} cents per pound bears
a peculiar aspect in the light of the compensatory duty of 39
cents per pound in this'bill. The explanation is, of course, that
the compensatory rates in the Senate bill are based upon the
findings of the old Tariff Board, while the compensatory rates
in the Payne-Aldrich law were ostensibly compensatory but
were in fact loaded with concealed protection. It is a beluted
acknowledgement of the iniquities of Schedule K.

COMPARISON OF PROTECTIVE BATES ON YARN IN THE SENATE AMENDMENT
WITH HOUSE BILL.

The protective rates on yarn in the House text were 15, 18,
and 20 per cent, respectively, as the valuation of the yarn in-
creased. But it must be remembered that these rates are based
upon American valuation. The protective rates in the Senate
amendment, based upon foreign valuation, are 80, 85, and 40 per
cent, respectively, for the equivalent brackets, Tt is difficult to
compare the relative height of the Flouse and Senate texts be-
cause of the basis of valuation. If we contrast the prices on
comparable grades of yarn it is necessary to make allowance
for the fact that the domestic price includes the higher cost of
raw material owing to the emergency tariff law. It is quite
probable, however, that the protective rates contained in the
Senate bill constitute an actual increase over the House rates,
Certainly the changes of rates made in the Senate amendment
will not redound to the disadvantage of the domestic spinner.
COMPARISON OF PROTECTIVE RATES ON YARN IN THE SENATE AMENDMENT

WITH EMERGENCY LAW,

Ostensibly the emergency law contains no protective rate other
than that of 18 per cent, which already existed in the Underwood
law. The fact is, however, that the compensatory duty of 45
cents per pound includes a substantial amount of protection,

because the duty upon raw wool in the emergency law has not

vet, at least, resulted in such an increase in the domestie prices
of raw wool as to require a compensatory duty of 45 cents per
pound upeon yarn,

Th IMPORTS UNDER THE BMERGENCY TARIFF LAW.

e emergency law does mot appear to have led to any great
curtailment in the imports of yarn, though it should be ;uted
that these have not been large either before or since the pas-
sage of the law as compared with the production in this country,
Even in 1914, when imports amounted to 4,760,610 pounds and
were larger than during recent years, they amounted to only,
2.7 per cent of the domestic production of worsted yarn. Prac-
tically all our imports are worsted yarns. As a matter of faet,
both before and after the enactment of the emergency law im-
ports of yarns have ranged on the average around 300,000
pounds monthly, except during the three meonths preceding the
law and while it was being discussed in Congress. At this time
importations increased in the same manner and for the same
redsons as in the case of tops, which has already been discussed,
It being apparent that importers, anticipating the passage of the
law, were storing up more than usual, so as to avoid the paying
of thge high duties threatened by the passage of the emergency
law, it is fair to assume that the emergency law has operated
to reduce the importations of the coarser and cheaper yarns,
:}a.:;]n had little effect in keeping out the finer and higher-priced
RTINS,

COMPARISON OF THE PROTECTIVE DUTY IN THE SENATE AMENDMENT WITH

. THE UNDERWOOD LAW,

The protective duty levied in the Underwood law was 18 per
cent. The Senate amendment, therefore, on the higher priced
and finer grade yarns constitutes an increase of over 122 per
cent over the Underwood Iaw. ix

While there was some slight increase of imports during the
early years of the Underwood law, these, as noted above, consti-
tute only 1 or 2 per cent of the domestic produetion. It is to be
noted that the bulk of these yarns very likely consist of special
yarns, types not directly competing with American yarns.
COMPARISON OF THE PROTECTIVE DUTY IN THE SHNATE AMENDMENT WITH

THE PATYNE-ALDRICH LAW.

The Payne-Aldrich law imposed a protective duty of 35 per
cent and 40 per cent ad valorem. The rate named in the Payne-
Aldrich law was condemned and repudiated, as is well known.

It is not necessary to discuss now the finding of the old
Tariff Board to the eflect that the Payne-Aldrich protective
duty was altogether too high and that it led to the complete
prohibition of the coarser yarns and almost a complete pro-
hibition on even the finer and higher priced yarns, and therehy
gave a protection to the American yarn maker which was un-
warranted. !

The Underwood law, which followed the Payme-Aldrich law,
was in substantial aceord with the Tariff Commigsion’s findings
in fixing the protective duty at 18 per cent.

RELATION OF THE SENATE PROTECTIVE DUTY TO CONVHRSION COSTS.

The normal eonversion cost of woolen yarn ranges from 25 to
40 per cent of the total cost. Thus those protective rates in the
Senate bill which are most likely to be operative, namely, 35
and 40 per cent, amount all the way from 874 per cent to 150
per cent of the foreign conversion costs. Yet the old Tariff
Board concluded, after an exhaustive study of the conversion
costs on yarn here and abroad, that the domestic cost of con-
verting the tops into yarn exceeded the foreign, on the average,
by about 100 per cent. Imasmuch as they found that the do-
mestic conversion cost of tops from raw wool exceeded the for-
eign by only about 80 per cent, on the average, it follows that
the total domestic cost of converting clean wool into yarn must
have exceeded the foreign cost by a figure somewhere between
80 and 100 per cent—see Tariff Board Report of 1912, page 16,
Nor do the subsequent investigations made by the Tariff Com-
mission indicate that this ratio of domestic to foreign conver-
sion costs has been substantially changed in subsequent years,
Thus it appears that the protective rates upon yarn in this bill
are in direct violation of the findings of the old Fariff Board,
and of conditions as they exist to-day in this branch of the
industry.

My, President, I base my objections to this paragraph on four
chief grounds:

First, The rate of 18 per cent was fixed in the Underwood
Simmons law after consultation and investigation by the Tariff
Board as to the conversion costs of yarns in this country and
abroad. y

Second. There has been no increase in the spread or in the
difference in the conversion costs between 1913 and the present
time.

Third. There have been mo importations under a rate of 18
per cent,

Fourth. The prices to-day of Epglish yarns and American
yarns in New York and Boston do not justify such increased
protection as is proposed. g
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The comparatively slight difference in the prices of British
and American yarns, it must be borne in mind, includes the in-
creased cost of the domestie product by the existing duty on
raw wool, because the American yarn now is being made under
a very high duty upon raw wool, which, of course, is reflected in
the price. To make a correct estimate of what would be a fair
protective duty we ought to remove entirely from the American
¥yarn the compensatory duty under the emergeney law, so as to
treat the prices upon the basis of free wool, but I am not doing
that. The following prices are of July 15, 1922, and apply to
American-made yarns made from wool dutiable at the rates
named in the emergency law:

The British price of yarn of a given grade is $1.71. The
American price of yarn of the same grade is $2.40—a difference
of 69 cents,

In the case of another grade, the -price in Ameriea of the

British yarn is $1.55. The price of a corresponding grade Amer-

ican yarn is $2.

The British yarn in America of another grade is selling at
$1.44, and the domestic yarn at $1.85.

The British yarn of ‘the next grade is gelling in America at
-$1.27, and the domestic yarn at $1.65

The British yarn of ‘the next gmcle is selling in America at
BT cents, and the American yarn at §145.

The British yarn of the next grade is selling in America at
@4 cents, and the American yvarn at $1.

In the case of the first grade named the difference in price is
69 cents. The amendment proposed by the Senate committee
gives to the spinner of yarn 97 cents in that instanee. In other
words, the Senate amendment licenses the American spinner to
‘charge the American consumer the difference-between the Amer-
-dean price and the foreign price, and in addition 28 cents, which
‘he ean put in his poeket. In this case the duty gives the entire
conversion cost, plus 27 cents on every pound of yarn, to the
manufacturer. Just figure up, when you come to consider
100,000 pounds or 1,000,000 pounds of yarn, just what an enor-
moug gift that is.

In the ease of grade No. 2, the difference in price is 45 cents.
This amendment gives a protection .of 91 cents, a sum equaling

‘the cost of eenversion, plus 46 cents on every pound of yarn for

the American spinner.

These duties upon yarn constitute the most outrageous case
that has been presented in the whole diseusston of this bill. In
this case you are giving the manufacturer 100 per cent more
than the difference in the conversion costs,

Now, let us take the third ease. The difference between
‘the cost of the British yarn and the American yarn is 41 cents,
The Senate anendment gives the manufacturer of yarns a pro-
tective duty upon that difference of 87 cents—46 cents this time,
gratis; 46 cents more than the difference in the cost of con-
wverting the wool into yarn in this country and abroad.

The next, 38 cents, the difference in the costs of producing
the two yarns, gives the spinner 81 eents. The next, 48 cents,
gives the spinner 66 cents. The next, 36 cents, gives the spinner
56 cents,

Are we going to stand for that? Will anybody listen, and,
in the light of these figures of July 15, in the light of this infor-
mation of 10 days ago, vote any such bounty or subsidy to the
gpinners? 1 ask that the table from which I read be inserted
in the Recorp at the close of my remarks. (See Appendix A.)

Now T intend to translate all the duties levied under the
Payne-Aldrich law, and all the doties proposed to be levied
under the hill as it passed the House, and all the duties pro-
posed to be levied by the Senate committee amendment into
ad valorem rates and find out just how much more we are
expecting the American people to pay for the different grades
of yarn, based upon ad valorein rates, instead of specific and
ad valorem rates, as levied in this amendment.

I shall not ‘take the trouble to read all of the 10 or 12 grades
of yarn in the table which T have in front of me. 1 shall not
take the trouble and time of the Senate to point out the differ-
ence in the ad valorem duties in the extreme cases. I will
pick out just one or two grades of yarn which are most com-
monly used.

The Payne-Aldrich law levied duties on 'the 36-ply yarn rep-
resenting 144 per cent ad valorem.

The bill as it passed the House levied duties of 109 per cent
ad valorem and the Senate committee amendment proposes to
levy a duty of 143 per cent ad valorem, practically exactly the
same as the Payne-Aldrich rates, which have been so very
gharply criticized and strongly condemned by the majority
party in this Chamber.

You are proceeding to levy upon yarns an ad valorem duty
of from 65 per cent, in the ease of the cheapest yarns, ‘to
nearly 150 per cent, yet the information which all experts®upon

this subject have given is that the cost of manufacturing yarns
out of the raw wool represents only between 25 and 40 per
cent of ‘the value of the wool. I want to repeat that, as against
a conversion ©¢ost, upon the authority of experts, justifying
between 25 and 40 per eent of the cost of the article we are
providing in this amendment for a conversion cost of from 65
per cent to 150 per cent.

Let the majority go on with this business of bestowing these
gifts promiscuously without any impartial data or information
to justify them. They spell political disaster for the Republi-

-can Party.

My only fear ig the effect that the imposition of these duties
will have upon American business and foreign commerce, and

‘my only sympathy is with the American consumers who will

have to pay the cost. The worst part of an unscientific tariff
'bill is that when the American people demand, as they will
demand, a change in these duties we will find the protected

Andustries so accustomed 'to these protective duties and to the

profits which come from them that we will be unable ta strike,

‘without mueh diffieculty and business disturbanee, a rate which

‘will be fair ‘to them, fair to the consuming public, and fair to
all concerned.

These duties are not fair to the Ameriean eonsuomer.. They
are mot fair to the great competitive business interests of
America. Yet this amendment will be adopted by the majority.
If T could point out that these duties meant a 500 per cent
increase in prices, the amendment would go through ‘just the
same under the iron 'heel of the agrieultural bloc and those
who represent other favored interests.

I ask that the table showing the ad valorem rates in the
Payne-Aldrich law, the bill as it passed the House, and the
Senate amendment be printed in the Recorn at the close of my
remarks. (See Appendix B.)

Mr. Pregident, T move now that on page 145, line 12, the
numeral “ 80" be stricken-out and the numeral “ 20" inserted ;
‘that en line 14 the numeral “35" be stricken out -and th(.
mumeral “ 25" inserted ; and that on lfne 15 the numeral “ 40"
‘be stricken out and t.he numeral “ 30" inserted; so that if
amended the amendment would ‘read :

Yarn, made wholly or in chief value of wool, valued at not miore than
80 cents per pound, 26 eents per pound and 20 per cent ad valorem ;
valued at more than 30.cents but not more than $1 per pound, 39 cents
per pound and 25 per cent ad valorem; walued at more than §1 per
‘pound, 39 cents per pound and 30 per cent.ad valorem.

APPENDIX A.

Comparative prices of worsted yarns in England and the United States.
Domestie. British. ' Senate
Price of Difter- | £mer- bl (39

- 3| Eency | cen
rnin té:‘:::g duty |plus33
-Price, nited g, (45 |percent,

; sgu:[ﬂe Stntes. British cents 30
Quality. Pricel |  Quality. duty, || exelud- in plus 18 | eents
Statess | duty.s [Gnited | B | PRSA0
States. % cent).

Per Ib.

2/50s, fine. . ... $2.40 | 2MRs of T0s..| 6%=85L44 | $1.71'| $0.60 | $0.75 $0.97
2/40s, § blood..| 2.00 | 2405 of 60s.,|5/10=1.30 1. 65 45 .68 .91
2/32s, 4 bleod.. 1.85 | 2/32s ol 805..| 5/6= 1.20 1.44 J41 o6 87
276s, § blood..| 1.65 | 2/38s of 58s..| 49= 1.05. 1.2F .38 64 .81
27208, § blood.. 1.45 | 2/205 of 565..| 3/6= .78 87 4R .50 . i
2/20s-2/24s low} 1.00 | 224s of 445, | 2/2= .48 04 <36 o4 .36

U Pextile World, Jaly 15, 1922,

* Bradford Wool .Record and Textile World, Jnly 13, 1022

% Allowing 5 cents per pound for landing d'lsrgcs and 10 per eent for importer's
overhead and profit.

APPENDIX BE.
Yarn.
Ratein | Ratein
>, Henate
)lin e- | bill as it =Sy
low. | House, | reerate.
Per cent. | Per cent. | Per cent
144 129 143
133 9% 109
1a1 85 o7
84 T2 il
65 53 85
144 120 143
105 B8 100
&0 09 T6
67 56 a7
87 76 53
64 . 65
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Mr, LENROOT. Mr. President, it seems very clear to me,
from such investigation as I have been able to make, that the
protective duties provided in this paragraph are excessive.
In reporting this paragraph the committee has assumed that
it would require twenty-six thirty-thirds of a pound of scoured
wool to make a pound of yarn. At the very lowest rate of the
low-blood wool quoted in the London markets last month of
24 cents a pound it would make the verv lowest cost of the
wool 21 cents a pound, leaving for the first clause 9 cents a
pound for the entire conversion cost, whereas the rate of duty
at 30 per cent ad valorem would give 9 cents per pound pro-
tective duty, 100 per cent, or just double the conversion cost
in the case of the very cheapest yarns that could be produced.

The Tariff Board of 1912 went into a very thorough investi-
gation of the difference in the cost of spinning yarn in Great
Britain and America, and they found that the cost ranged
from 70 per cent to 94 per cent greater in America. But we
have in the survey of the British wool-manufacturing industry,
made by the Tariff Commission in 1920, a new survey of the
situation between England and the United States as to yarn
costs. I first want to read the general conclusions of the com-
mission with reference to wages in England and the United
States. On page 89 they said:

With respect to comparative wage scales, it is interesting to note
the relative changes in wages in the two countries since the pre-war
])erlod, and, in view of the generally agpreclsteﬁ difference in wage
evels then oht.alnlni. to judge whether the competitive position of the
American industry has or has not improved in the interim. As far
as England is concerned, it may be stated that wages have risen on the
average 160 to 170 per cent, incloding the incrcase due to the shorten-
ing o work]ng hours, the cost of living bonus, and the addition to
basic wages which is becoming general throughout the industry,

Then they say further:

For the United States no general authoritative figure of average
advances of wages since 1914 exists. The best data available indicate
that the {ncrease has been approximately 125 to 135 per cent.

So, according to the report of the Tariff Commission, the
spread in cost in Great Britain and in the United States is
less to-day, so far as labor cost is concerned, than it was in
1912. But on page 79 of the survey the commission give the
comparative cost of yarns, giving the American price and the
English price, and then say:

Here, as in the case of the tops, there is a much closer approxima-
tion of the English figures to those in the domestic market than ex-
isted before the war. It will be noted that, were the duty on yarns as
contalned in the Eresent tariff, 18 per cent, to be added to the above
prices of the English yarns, it would not he advantageous to import
them into this country. Charges for freight, insurance, commissions,
and the like would, of course, increase the imported price still further.

So that the commission find that 18 per cent, the rate in the
Underwood law, is adequate to-day to cover the difference in
price, and yet the committee propose to increase that rate from
18 to 30 per cent in one case and from 18 to 40 per cent in
another case.

Mr. McCUMBER. Mr. President, will the Senator yield?

Mr. LENROOT. I yield.

Mr. McCUMBER. Have the commission made any report as
to the cost of production in France and in Germany compared
with the cost in the United States?

Mr. LENROOT. Not that I know of.

Mr. McCUMBER. France imports quite considerable and
Germany not as much, but of course her capacity for doing such
is unquestioned if the conditions become favorable for it.

Mr. LENROOT. England imported 4,800,000 pounds in 1921
and France imported 1,000,000 pounds,

Mr. McCUMBER. But that is considerable. It is not, of
course, as much as Great Britain imported, but at the same time
we have to take the country of lowest production cost as well
as the country of the highest production cost in determining
what the duty shall be.

Mr. LENROOT. The Senator said the importation of France
is considerable. Let us see how considerable it is compared
with our own production of yarn.

Mr. WALSH of Massachugetts, Mr, President, may I sug-
gest to the Senator, while he is looking for that information,
that while the emergency tariff law was pending it became ap-
parent that increased duties were intended to be levied and
there was a considerable increase in the imports of yarn so as
to escape the duties about to be levied under the emergency
tariff law,

Mr. LENROOT. O, yes; the tariff board so stated.

Mr. WALSH of Massachusetts. Of course, those fancy yarns
must be imported anyway. They are not made in Amerieca.

Mr, LENROOT. I do not have the figures showing our own
production in 1921, but the Senator, I think, will admit it was
over 500,000,000 pounds. I do not want the question of fact to
be in dispute.

Mr, McOUMBER. I do not have them in mind just now, but
I understand the Senator has about the right proportion be-
tween the British and the German.

Mr. LENROOT. So that with our production of 500,000,000
pounds and over, an importation of 1,000,000 pounds of course is
a bagatelle,

Mr. SMOOT. I will say to the Senator, however, that the
1,000,000 pounds are certain kinds of yarns that would come in
here as specialties. But if we change the rate here to take care
of the low-grade yarns at the price of wool to-day, and if they
advance in price, there would be no protection and the door
would be wide open. i

Mr. LENROOT. I want to understand that. Why does the
Senator say that if wools advance in price there would be no
protection? I am not speaking of the compensatory duty.

Mr. SMOOT. No; I did not say advance. I say if they de-
cline in price.

Mr. LENROOT. The low wools?

Mr., SMOOT. No; the medium wools. If the medium wools
decline in price, then the rate we have provided here would be
hardly compensatory because, as the Senator knows, with the
20 per cent decrease there, the line of danger would be imme-
diately marked. It is true that the fine and medinm wools are
exceptionally high and the low-bred wools are exceptionally low.
I can figure out to the Senator on the low rate that the amount
provided for in the paragraph necessarily would be 100 per cent,
but if the wool advanced from 18 and 20 cents, the price to-day,
to the normal price of 40 cents, then it would be cut absolutely
in two, and it would be very much less than the emergency
tariff rate.

Mr. LENROOT, If the committee are right in the com-
pensatory duty in the first clause, there could not be any im-
ports, because there could not be any yarn valued at less than
30 cents.

Mr. SMOOT. I am aware of that; and I will admit, so far
as the brackets are concerned, that that has happened in every
one of our tariff laws where the brackets have been used, and
necessarily will happen when they are used. The reason for
that is because in making the law it is the desire to provide for
every emergency that may happen. We thought we had it yro-
vided for in the Underwood law to take care of the price of
wool, no matter how low it went. If the Payne-Aldrich law
was in effect to-day it would not take care of the abnormally
low prices of the coarse wools. I know the difficulties there,
and I know what the Senator said Is absolutely true as to the
enormous percentage that falls now through the compensatory
duty of 31 cents. There is no doubt about it at all. But if these
wools advance 100 per cent—and I believe they will advance 100
per cent—it would be different.

I say now, as 1 said the other day, that there is no more
chance of losing money, if & man wanted to speculate upon
coarse wool, than there is that the heavens will fall. Just as
surely as he could pack these wools he would make money upon
them. Never have they been known to be so low as they are
to-day. Those rates, of course, are not going to affect the cloth,
because the Senator knows there is not a protective duty here
of more than 50 per cent on the cloth anywhere, and those rates
are made so they will be step by step in normal times. I could
eriticize this most mercilessly to-day, so far as rates are con-
cerned, if we had normal conditiong and normal priced wool,
I could criticize them just as severely as the Senator can criti-
cize them or just as severely as the Senator from Massachusetts
has criticized them if conditions were normal and the prices
were as they generally are.

Mr. LENROOT, The Senator will admit that if the price goes
up the protective-tariff rate translated Into terms of ad valorem
equivalent also increases.

Mr. SMOOT. Yes; we have to do that on the lower wools,

Mr. LENROOT. I understand that. If the price of wool goes
up, the cost of conversion does not go up.

Mr. SMOOT. Not at all,

Mr. LENROOT. By reason of the increased price of wool the
cost of conversion does not go up, but the protection does go up
when the price of wool goes up.

Mr. SMOOT. That is true; and on the lower bracket, as
the Senator will notice, we only have 30 per cent ad valorem,
and on the tops 20 per cent. The steps necessary from that are
based on the 10 per cent conversion cost.

Mr. LENROOT. That can hardly be, because the bill as
originally reported carried 25 per cent on tops, and the next
step was 30 per cent upon yarns.

Mr. SMOOT. Now, Mr. President, in order that the Senator
may know and in order that the Senate may know, I am per-
fectly willing to state just why that is. There was a feeling
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“in the country and there was a feeling in the committee, so
far as tops are concerned, that we do not want them to come
in and do not want them to displace wool. The 25 per cent
Tate was put in there as an embargo, pure and simple, and it
would be an embargo. I think I told the Senator that in our
conversation upon the item. It was put in there for that pur-

pose.

Mr. LENROOT. I think that is true, but, of course, that
rather destroys the Senator’s argument that the 10 per cent
advance was the necessary advance.

Mr., SMOOT. It was not 10 per cent as reported to the Sen-
ate. It was only 5 per cent.

Mr. LENROOT. That is what T said.

Mr. SMOOT. But I do say, when it was reduced to 20 per
cent, that 10 per cent was the original advance between the
tops and the next step. The Senator will notice we only gave
26 cents a pound.

Mr. LENROOT. That would be 26/33 of a pound of wool.

Mr, SMOOT. That is what it means. ‘That is what we put
into yarns, and there is no question but what we could make
that yarn in nmormal times at 30 cents, but they would have to
have that amount of waste or other material.

Mr. LENROOT. Let me ask the ‘Senator, although I do not
care to make .any contention about it, will not a yarn that is
part cotton come in under this paragraph?

Mr, SMOOT. Yes; if it is mixed with wool and the chief
value is wool.

Mr. LENROOT. So that we have, and I am not criticizing |
the committee for it, given a hidden protective duty in such
cases where it is not all wool.

Mr. SMOOT., No; we have taken off the 39 cents and made it
wonly. 26 cents. In other words, there would have to be an in-
crease of 50 per cent on the 26 cents to make it 30 cents.

Mr. LENROOT. But it has to be twenty-six thirty-thirds of
.a pound of wool, according to the committee. That would only
leave seven thirty-thirds of a pound of anything else. It might
be wool waste.

Mr. SMOOT. More than likely this is what would happen.
They would put in perhaps 124 per cent cotton and the balance
of wool waste, and of course the remainder of it would have
to be wool. If they should put cotton in it the thread would
be so hard that it could not be finished so it would pass in com-
merce as a wool artiele,

Mr. LENROOT. 1 appreciate that there is no way of avoid-
ing an excessive or protective duoty in giving a compensatory
rate if you are to carry into the compensatory rate the rate on
the pure wool. I o not guestion that. It is simply a fact that
pecessarily through the whole schedule there are hidden rates,
not designedly so0, but actnally working out that way, and the
Senator will admit that, I think.

Mr, SMOOT. I have admitted it, and I admit it again.
With the abnormal situation now existing we can not get away
from it.

Mr. LENROOT. To get back to the pending proposition, the
Senator says if wool rises in price a different situation will pre-
vail; but if the cost of wool rises, the conversion cost does not
necessarily change at all.

Mr. SMOOT. No.

Mr, LENROOT. But if wool does rise in price the protective
rate rises with it.

Mr. SMOOT. Yes; but the equivalent ad valorem on one
kind of wool would then be very much lewer than the equiva-
lent ad valorem duty on the other. The fine wools are not
going to advance; they are now abnormally high. If there shall
be any change whatever I think the price will decrease. On
the other hand, if there shall be any change in the case of the
low-blood wools the price will increase.

Mr., LENROOT. Then, I think the Senator from Utah will
admit that the rate provided in the first bracket is really pro-
hibitive; there can not be any importations under that rate
for it is over 100 per cent.

Mr. SMOOT. I do not think that there will be very much
wool falling in the 30-cent bracket; in faet, T know of no yarn
to-day that could be bought for 30 cents; but if conditions
should change, or anything should happen which we do not now
foresee, there might be such a thing. However, if the Senator
from Wisconsin will look at the importations he will find that
there is no such yarn imported. T will further say to the Senator
that there is no such yarn of which I know made in the Uniter
States to-day.

Mr, LENROOT. I think that is true; I '‘do mot think there
iz any such yarn imported, because the 18 per eent rate is abso-

lutely. prohibitive, and I do not think there is any sueh yarn
made in the United States,

Mr. SMOOT. The bill :as it came from the House starts out
with weol ‘which is valued at mot more than 55 cents a pound.
There are yarns that are of less valne than 55 cents a pound.
Then we made a new bracket. Of course, the House rates were
based upon '‘American  valuation, and we changed those and
based them on foreign valuation. Of course, the Senator also
knows that these rates are lower than the Payne-Aldrich law
rates.

Mr. LENROOT. I think that is true; but, according to the
Tariff Commission, the 18 per eent rate Is normally prohibitive ;
and yet it is proposed to increase it to 30 per cent.

'T'am mot going to take further time, Mr. President. T appre-
clate there is no use in trying to secure a reduction in the rates
in this schedule. It simply can not be done; and it can not be
done no matter what facts may be shown to the Senate. The
votes are here to put the rates through just as the committee
proposes them. I appreciate that, and I am not going to take
a great deal of time. I am merely going to ask for a test vote
on ' certnin of these paragraphs, particularly with reference to
clothes. Then I shall be content to let the schedule go through,
for I realize the utter futility of arguing the merits of the
different rates which are proposed in this schedule.

Mr. 'McCUMBER. (Mr, President, I think the Senator from

“Wisconsin will admit that® the present price of low grades of

wool is enly about half what it was in 1915, ahd that, therefore,

‘in all probability it will at least double in price under normal

conditions, If such wwool should bear the relation that it bore
to the higher<priced wools in 1915 it wonld have to be increased
in price about fourfold in order to maintain the difference that
prevailed at that time. Let us assume {hat the price svill sim-
ply be doubled; then does the Senator think that the rates
which 'we have proposed to impose on the ad wvalorem basis,
-outside of the compensatory rate, would be excessive?

Mr. LENROOT. 1 certainly sheuld, for, if the committee
had proposed these rates .as allowing fair compensatiofn upon
the present prices when the price is doubled, the pretection is
doubled.

Mr. SMOOT. "But there wounld not be any greater equiva-
lent ad valorem on the wool than if the price were just.as low
as it is to-day.

Mr. LENROOT. But does not the Senater see that if wool
which costs 30 cents a scoured pound is converted into yarn
and the conversion cost is 80 per cent, or 9 cents, and if that
wool ‘gees up to 60 cents a pound the conversion cost will be
9 cents but that the duty will ‘be 18 cents?

Mr. McCUMBER. ‘But the equivalent ad valorem would be
very much lower.

‘Mr., LENROOT. I know that; but equivalent ad valorems
are for the purpose of covering the difference in actual cests,
are they not?

Mr. SMOOT. That is true, T will say to the Senator; but, on
‘the other hand, the Senator must admit that that does not apply
to wools above three-fourths bloods,

‘Mr. LENROOT. 'I will admit that when' the wool goes up
there can not be the same amount of wool coming in under the
lower bracket, of course,

Mr. SMOOT. That is true.
and I 'do not disagree as to that.

The PRESIDING OFFICER. The question is on the amend-
ment offered by the Senator from Massachusetts [Mr. WALsH]
to the amendment of the committee.

Mr. UNDERWOOD. Mr. President, I think the Senator
from Massachusetts [Mr. WarsH], who is in charge of this
schedule but whe happens for the moment to be absent from
the Chamber, would probably desire a yea-and-nay vote on his
amendment,

Mr. SMOOT. I ask for the yeas and nays, Mr. President.

The yeas and nays were ordered.

The Assistant Secretary proceeded to call the roll, and Mr.
AsHURST voted in the affirmative when his name was called.

Mr. WALSH of Massachusetts. Mr. President, I ask that
the Secretary may state my amendment.

The PRESIDING OFFICER, By unanimous consent, the
roll call will be suspended, and the Secretary will again state
the amendment offered by the Senator from Massachusetts to
the amendment reported by the committee.

The AssisTANT SECRETARY, In the amendment of the com-
mittee, on page 145, being the yarn provision, on line 12, it is
proposed to strike out “30” and insert “20"; on line 14 to
strike out “ 385" and insert “25"; and on line 15 to strike out
“40 " and insert “30.”

Mr. LODGE. Mr. President, I make the point of order that
I'there can be no interruption of the roll -call.

The Senator from Wisconsin
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The PRESIDING OFFICER. The point of order comes too
late. The Secretary will proceed with the calling of the roll.

The Assistant Secretary resumed the ecalling of the roll,

Mr, BALL (when his name was called), Repeating the state-
ment made on the previous roll as to the transfer of my pair,
I vote *“* nay.”

Mr. DIAL (when his name” was called). Making the same
announcement as to my pair and transfer as on former bal-
lots, I vote * yea.”

Mr. McCUMBER (when his name was called).
my pair as on the previous vote, I vote “ nay.”

Mr. McLEAN (when his name was called). I transfer my
pair with the senior Senator from Montana [Mr. MyEgrs] to the
Jjunior Senator from Colorado [Mr. NicHOLSON], and vote “ nay.”

Mr. NEW (when his name was called). Repeating the an-
nouncement made on previous votes as to the transfer of my
pair, I vote “nay.” X

Mr. WALSH of Montana (when his name was called). I
have a general pair with the Senator from New Jersey [Mr,
FreriNeHUYSEN] which I transfer to the Senator from Missouri
[Mr. Reep], and vote “ yea.”

The roll call was concluded.

Mr., McKINLEY (after having voted in the negative). I
note that my permanent pair, the Senator from Arkansas [Mr.
CAraAwAY], has fiot voted. I transfer that pair to the junior
Senator from North Dakota [Mr. Laop], and let my vote stand.

Mr. HALE. Making the same announcement as before with
reference to my pair and its transfer, I vote “ nay.”

Mr. JONES of New Mexico.
as on the previous vote concerning the transfer of my pair, I
vote “ yea.”

Mr. STANLEY (after having voted in the affirmative). I
observe that my pair, the junior Senator from Kentucky [Mr.
Erxst], has not voted. I transfer that pair to the senior Sena-
tor from Texas [Mr. CureersoN] and allow my vote to stand.

Mr. CALDER (after having voted in the negative). I trans-
fer my pair with the senior Sensator from Georgia [Mr. Hagris]
to the junior Senator from Delaware [Mr. pu PoxT] and allow
my vote to stand,

Mr. CURTIS. I wish to announce that the Senator from
North Dakota [Mr. Lapp] is necessarily absent on account of
illness in his family.

I also desire to announce the following pairs:

The Senator from Vermont [Mr. DicLiNeaAM] with the Sena-
tor from Virginia [Mr. Grass];

The Senator from West Virginia [Mr, Ergixs] with the Sena-
tor from Mississippi [Mr. HARRISON] ;

The Senator from New Jersey [Mr. Epce] with the Senator
from Oklahoma [Mr. OWEN];

The Senutor from West Virginia [Mr. SurHERLAND] with the
Senator from Arkansas [Mr. RoBINSON];

The Senator from California [Mr. JoENson] with the Sena-
tor from Georgia [Mr. WaTsoxN]; and

The Senator from Indiana [Mr. Warsox] with the Senator
from Mississippi [Mr. WILLIAMS].

The result was announced—yeas 19, nays 31, as follows:

Transferring

YEAS—19.
Ashurst Jones, Wash, Sheppard Trammell
Borah Kellogg Simmons Underwood
Dial Lenroot Smith Walsh, Mass.
Hetiin Overman Btanley Walsh, Mont,
Jones, N. Mex, Pomerene Swanson

NAYS—381,
Ball Gooding MeKinley Phipps
Broussard Hale MeLean Ransdell
Bursum Harreld McNary Smoot
Calder Kendrick Moses Spencer
Cameron Keyes Nelson Sterling
Capper ge New Warren
Colt MeCormick Newberry Willis
Curtis MeCumber Pepper

NOT VOTING—486,

Brandegee France Myers Shields
Caraway Frelinghuysen Nicholson Shortridge
Crow Gerry Norbeck Stanfield
Culberson Glass Norris Sutherland
Cumming Harris Oddie Townsend
Dillingham Harrison Owen Wadsworth
du Pont Hitcheock Page Watson, Ga.
Edge Johnson Pittman Watson, Ind.
Flkins King Poindexter Weller
Ernst Ladd Huwson Williams
Fernald La Follette Tteed
Fletcher McKellar Robinson

So the amendment of Mr, Warsua of Massachusetts to the
amendment reported by the committee was rejected.

The PRESIDING OFFICER. The question recurs upon the
amendment of the committee.

Mr. WALSH of Massachusetts and Mr. SMOOT called for the
yeas and nays, and they were ordered.

Making the same announcement

The PRESIDING OFFICER. The Secretary will call the roll.

The Assistant Secretary proceeded to call the roll.

Mr. BALL (when his name was called). Making the same
anpouncement as on the precedins vote as to the transfer of my
pair, I vote “ yea.”

Mr. DIAL (when his name was called). Making the same
announcement of my pair and transfer as on the former ballot,
I vote * nay.”

Mr. HALHE (when his name was called).
announcement as before, I vote “ yea.”

Making the same

Mr, McCUMBER (when his name was called). Transferring
my pair as upon the previous vote, I vote “ yea.”
Mr. McKINLEY (when his name was called). Making the

same announcement as before, I vote * yea.”
Mr. McLEAN (when his name was called).
announcement as before, I vote * yea.”
Mr. NEW (when his name was called).
pair as on the previous vote, I vote * yea.”
Mr. STANLEY (when his name was called). Making the same
announcement as before with reference to my pair, I vote * nay.”

Making the saﬁ:e

Transferring my

Mr. WALSH of Montana (when his name was called). Trans-
ferring my pair as on the last vote, I vote * nay.”

The roll call was concluded.

Mr. COLT (after having voted in the affirmative). I transfer

my pair with the junior Senator from Florida [Mr. TRAMMELL]
to the senior Senator from Maryland [Mr. France], and will
allow my vote to stand.

Mr. JONES of New Mexico. Making the same announcement
as on the previous vote regarding my pair, I vote “ nay.”

Mr. CALDER. Making the same announcement as on the
former vote as to the transfer of my pair, I vote “ yea.”

Mr. CURTIS. I desire to announce that the Senator from
Nevada [Mr, Oppie] is necessarily absent. If present he would
vote “ yea " on this question.

I have been requested to announce the following pairs:

The Senator from Vermont [Mr. DiLLineHAM] with the Sena-
tor from Virginia [Mr. Grass];

The Senator from New Jersey [Mr. Epcr] with the Senator
from Oklahoma [Mr Owex];

The Senator from West Virginia [Mr. Eukins] with the Sena-
tor from Mississippi [Mr. HArrisox] ;

The Senator from California [Mr. Joaxson] with the Senator
from Georgia [Mr. WaTtson];

The Senator from West Virginia [Mr. SuUTHERLANDP] with the
Senator from Arkansas [Mr. Rosixson]; and

The Senator from Indiana [Mr. Warson] with the Senator
from Mississippi [Mr. WiLLrams].

The result was announced—yeas 31, nays 19, as follows:

YEAS—31.
Ball Gooding McLean Shortridge
Broussard Hale McNary moot
Bursum Harreld Moses Spencer
Calder Kendrick Nelson Stanfield
Cameron Keyes New Sterling
Capper Lodge Newberry Warren
Colt McCumber * Pepper Willis
Curtis McKinley Phipps

NAYS—19.

Ashurst Jones, N. Mex, Pomerene Swanson
rah Jones, Wash, Sheppard Underwood
Cumminsg Kellogg Simmons Walsh, Mass,

ial Lenroot Smith Walsh, Mont,
Heflin Overman Stanley

NOT VOTING—46.

Brandegee Frelinghuysen Myers Robinson
Caraway Ge Nicholson Shields
Crow H Glass Norbeck Sutherland
Culberson Harris Norris Townsend
Dillingham Harrison Ondie Trammell
du Pont Hitcheock Owen Wadsworth
Bdge Johnson Page Watson, Ga.
Elkins King Pittman Watson, Ind.
Ernst Ladd Poindexter Weller
Fernald La Follette Ransdell Williams
¥letcher McCormick Rawson
France MecKellar Reed

So the amendment of the committee was agreed to.

Mr. JONES of New Mexico. Mr. President, I present an
amendment to the pending bill and ask that it be printed and
lie upon the table,

I desire to say that I had intended, in connection with the
presentation of this amendment, to discuss its provisions; but
I have finally concluded that it would be advisable to let the
amendment be printed, so that Senators may have coples of it
before the. d.scussion begins, 1 will state generally that it is
an amendment to extend the powers of the Tariff Commission,
and is offered, in effect, as a substitute for the pending bill.

The PRESIDING OFFICER. The amendment will be
printed and lie on the table.

Mr., SMOOT. Mr. President, we have now reached the
woven-fabrics paragraph of this bill. Paragraph 1108 deals
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with the lightweight woven goods, and I desire at this time to
modify two of the rates in the paragraph. On page 146, line T,
1 ask to substitute “ 50" for “ 55, and on line 10 I ask to sub-
stitute “ 50" for * 55.”

It may be asked, as long as the ad valorem rate is 50 per

cent, why there should be two brackets bearing the ad valorem
rate of 50 per cent. I will say that of course the compensa-
tory duty is different, and for statistical purposes we desire
that they should be separated; and that will appear in one or
two other paragraphs, No matter where it appears, if the pro-
tective rate is 50 per cent in two of the brackets, we do that,
even though the compensatory rate is the same but the value
is different, for the purpose of statistics, and so that we may
know the quantity of goods of various prices coming into the
country.
Mr. WALSH of Massachusetts, Mr. President, paragraph
1108 covers the lighter weight fabrics of wool, mohair,
and so forth; that is, women's and children’s dress goods,
coat linings, bunting, and the like. It contains two sets of
duties, those relating to such fabrics when not having a cotton
warp and those relating to such fabries having a cotton warp—
the latter being the proviso clause. The provisions cov-
ering those not containing a cotton warp fall into two brack-
ets, according to the value of the goods; that is, whether
under or over 80 cents per pound. Upon those valued at less
than 80 cents per pound the rate is 40 cents per pound plus 50
per cent ad valorem. Upon those valued at more than 80 cents
per pound the rate is 49 cents per pound and 50 per cent ad
valorem. On the cotton-warp goods—proviso clause—the duty
is 89 cents per pound and 50 per cent ad valorem.

The compensatory duty of 49 cents per pound in the second
bracket is based upon the Tariff Board's computations relating
to compensatory duties upon clothing, which indicate that upon
an all-wool cloth the wastage in manufacture is such that,
after the value of the waste is credited, there is required about
150 per cent of the clean-content duty to serve as the compen-
satory on cloth. Thus, with a duty of 33 cents on the clean
wool, about 49 cents would be required on the cloth. The
assumption here is that any cloth which is valued at more than
80 cents per pound is likely to contain nothing but virgin wool.

In the first bracket the compensatory duty has been fixed at
40 cents rather than at 49 cents per pound, because it has been
assumed that fabrics valued at less than 80 cents per pound
contain substantial proportion of substitutes for virgin wool,
This is presumably an estimated allowance only. \

The situation respecting the compensatory duty of 39 cents
per pound on cotton-warp dress goods is similar to that in
the case of lower valued all-wool fabries; that is, since the
fabric is composed in part of cotton (upon which no compensa-
tory duty is necessary, or if it be of long-staple cotton upon
which the compensatory required would be much less than in
the case of wool) it is assumed that 39 cents per pound will
provide adequate compensation to the manufacturer.

COMPARIEON OF THE SENATE PROTECTIVE RATES WITH THE HOUSE RATES,

‘While no exact comparison can be made because of the dif-
ference in the basis of valuation used in the two texts, it is
practically certain that the protective rates in the Senate bill
constitute a distinet increase over those in the House text.
Tor example, when the $1.25 per pound value used as an upper
limit of the first bracket in the House text was converted from
the American valuation, upon which it was based, to the foreign
valuation basis for the Senate text, it was reduced to 80 cents
per pound; that is to say, by 36 per cent, At the same fime
the protective rate was increased from 22 per cent in the House
text to 50 per cent in the Senate text—in other words, by 127
per cent, To have maintained the same relationship between
the protective rates in the two texts as was set up for the
valuation bracket it would have been necessary to impose a
duty of only about 835 per cent on these goods. Likewise upon
the higher bracket the rate was raised from 27% per cent in the
American valuation to 50 per cent foreign valuation in the
Senate text. On cotton-warp goods the change was from 22
per cent to 27} per cent—according to value—in the House
- text to 50 per cent in the new Senate amendment.

It is pertinent to inquire what facts and information the
Senate committee had before them that the House committee
did not possess which justified them in increasing the protective
rate so excessively.

To what extent these high compensatory and protective duties
will burden the consumers can be illustrated by the rate fixed
upon cloth valued at 80 cents per pound. Adding the 49 cents
per pound compensatory duty and the 50 per cent ad valorem
protective duty, it is easily seen that the price of the 80-cent wool
cloth will be increased to the consumer by about 100 per cent if
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the duties are effective, of course. In other words, foreign cloth
worth 80 cents per pound will, by reason of these duties, be sold
to the consumer in America at 80 cents more.

To put it another way, it means the purchasers of ladies’
dress goods which cost in the foreign market 80 cents per pound
will pay in America $1.60 per pound, which would include the
duty imposed on this material. On an average of 4 yards to
the pound this would mean that ladies’ dress goods bought in
America and made abroad would be advanced about 41 cents
per yard, in addition to which would have to be added, of course,
exchange rates, cartage, insurance, and so forth. On an average
of 5 yards to the pound, it would amount to about 35 cents per
yard.

On woven cloth valued at $2 per pound in England—i6-ounce
cloth, 1 yard to the pound, which really falls in paragraph 1109
of this bill—the duty would be 49 cents per pound, equaling
244 per cent ad valorem and 50 per cent ad valorem protective
duty, making a total duty of 744 per cent ad valorem on
foreign valuation, which would mean a tariff tax of about $1.50
on cloth valued at $2.

Mr. POMERENE. Mr. President, the Senator has just said
that the reason for this differential lies in the fact that these
goods contain a certain percentage of cotton. Is the Senator
able to gather information as to what that percentage is,
approximately ? .

Mr. WALSH of Massachusetts. It averages about 25 per
cent. So we will bear in mind in the diseussion of this para-
graph that we are dealing with fabrics which have a cotton
warp; that means fabrics which have about 25 per cent of
cotton in them, and also fabrics without a cotton warp.

Mr. NELSON. Mr. President, if the Senator from Massa-
chugetts will yield to me——

Mr. WALSH of Massachusetts. Certainly.

Mr. NELSON. T have not said anything before on the tariff
bill, but if the Senator from Massachusetts does not mind
being interrupted a moment, I shall address my remarke to
the Senator from Utah. The pending amendment reads, in
part, as follows:

Woven fabries, weighing not more than 4 ounces per square yard,
wholly or in chief value of wool, valued at not more than 80 cents
per pound, 40 cents per pound and 50 per cent ad valorem.

The duty amounts to 100 per cent on woolen goods. The
people in my part of the country, and we live in a cold region,
have to buy woolen goods for clothing, and this means that
we shall have to pay a duty of 100 per cent on woolen clothing,
I think it is an outrageous proposition.

Mr. SMOOT. Of course 40 cents and 50 per cent ad valorem
are proposed here, but I'doubt if there is any 80 cent goods
coming into the country. :

Mr. NELSON. It amounts to this, I want to say, that if a
yard of cloth comes in here and the export price is $5 a yard
it will cost $10 a yard before it gets through the customhouse.

Mr., SMOOT. No; the Senator is wrong there, because if it
costs $5——

Mr. NELSON. The duty is then 100 per cent.

Mr. SMOOT. Oh, no; I will say to the Senator.

Mr. NELSON. Yes, let me read it. Here are the figures.
It is provided that where the fabric is valued at not more than
80 cents a pound, the duty shall be 40 cents a pound and 50
per cent ad valorem. Fifty per cent of 80 cents is 40 cents,
and adding 40 cents to that 40 cents makes 80 cents, exactly
what the article costs,

Mr, SMOOT. Let me figure it out to the Senator the way it
really is.

Mr. NELSON. If that is the kind of tariff it is proposed to
inflict on the Aicrican people, we want to know it,

Mr. SMOOT. I will say to the Senator that if that cloth
costs $5 a yard the duty would be 40 cents on the $5, which
would be just 8 per cent. Eight per cent and 50 per cent are
58 per cent, and not 100 per cent on $5 cloth.

Mr. NELSON. I am referring to the language of the bill
Can the Senator figure out anything else from that language?
The language is *“ 40 cents per pound and 50 per cent ad valo-
rem.” If the cloth is not worth more than 80 cents a pound,
the duty is 40 cents specific and 50 per cent ad valorem.
Those two added together make 80 cents, and is not that 100
per cent of 80 cents? y

Mr, SMOOT. Yes; but the Senator

Mr. NELSON. Can the Senator make anything else out of
thoge figures?

Mr. SMOOT. Yes; I can, and T did from the example the
Senator stated, showing it was 58 per cent. That is all it
could be. It is true that if the value is not more than 80
cents a pound, it would take exactly 80 centsg, as the Senator
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has stated. TPifty per cent of the 80 cents would be 40 cents,
and that added to the 40 cents would be 80 cents. There is
no doubt about it on' that particular kind of cloth.

Mr., NELSON. Are not the people entitled to that particu-
lar kind of cloth without paying 100 per cent duty on it?
., Mr, SMOOT. Yes; if there was such a thing coming into
the country. But let me say to the Senator that the 40 cents
per pound is a compensatory duty given upon the wool. If
,we were going to bave free wool, then we could cut out the
{40 cents a pound.
! Mr. NELSON. The 40 cents is not a compensatory duty.

Mr. SMOOT. Certainly it is.

Mr. NELSON. It is more than compensatory.
| Mr. SMOOT. Noj; it is not.
|  Mr. NELSON. The Senate has fixed a rate of duty of 33
jeents a pound on scoured wool.

Mr. SMOOT. Yes; that is right.

Mr. NELSON. There is not a pound of scoured wool in a
ypound of cloth.

Mr. SMOOT. Then they do not get the 40 cents, It is only
40 cents a pound.
. Mr, NELSON. They have to pay 40 cents as provided in the
| amendment, and in addition to that 50 per cent. I never heard
jof such an unconscionable duty in my life,

Mr., SMOOT. Let us get at it right. The Senator wants to

i be fair, I know.
Then the Senator should be fair to the Ameri-

Mr. NELSON.
| ean people—
Mr. SMOOT. That is what I want to be.
Mr. NELSON. And not so exceedingly fair to the woolen
manufacturers, .
Mr., SMOOT. The woolen manufacturer is getting just 50
r cent duty. That is all he is getting and no more. These are
ght-weight, goods, The Senator said cents on scoured wool
is the duty, and that is true, but he can not take a pound of
| scoured wool and make a pound of cloth from it. It is impos-
| sible to do that. There is a waste every time the wool is han-
dled, and in the pending paragraph we have allowed 7 cents
| for waste. The Tariff Commission says on all woolen goods
| there is 50 per eent——
. Mr. NELSON. But there is a great deal more waste to the
| poor devil who has to buy the cloth or who has to buy a coat
! my 100 per cent ad valorem duty on it. What about that
?
| " 'Mr. SMOOT. Then the Senator ought to have free wool, If
,we had free wool, the 40 cents a pound proposed here would
| come out, but as long as we have 33 cents duty on scoured wool
we have to give this compensatory duty. The manufacturer
\doeg not make one penny out of it. There is not a penny of
i protection in that to him. The only protection that he has is
| the 50 per cent ad valorem. That is his protective tariff. The
. other 40 cents is for the duty upon the wool, and, as I said,
there is not a penny gained in the 40 cents duty.

Mr. NELSON. I am very glad to find out how the Senator
from Utah justifies that enormity of a tariff on the woolen cloth
that we all have to wear.

Mr, SMOOT. I think the Senator voted for the duty on wool,
did he not?

Mr. NELSON:. I voted for the amendment of the Senator
from Wisconsin [Mr. LENroor].

Mr. SMOOT. That proposed a duty on wool.

Mr. NELSON. Yes; but that was not such a duty as this.

Mr. SMOOT. The amendment of the Senator from Wiscon-
gin did not affect these very goods at all. These are light-
\weight goods under 4 ounces per square yard. They are all
,dress goods. The amendment of the Senator from Wisconsin
imposed a duty on coarse wools that never can be made into
these goods at all, and they were given 33 cents a pound under
the amendment of the Senator from Wisconsin. The Senator
from Minnesota certainly does not want to vote 33 cents a
pound duty on wool and then say that the manufacturer shall
not have a compensatory duty. That is the situation, and I
knew if he understood it——

Mr. NELSON. In some way it has been fixed so that on the
ecloth that we buy, that we can all afford to wear—and when I
gay “we” I mean the common people of the country—we have
to pay a 100 per cent duty, unless the Senator takes the theory
that the common people have no business to wear that kind
of cloth, and would remif us back to cloth made from carpet
wool.

Mr. SMOOT.
has voted a duty of 33 cents a pound on scoured wool.

I have stated what the Senate has done. It
These

are lightweight goods, none of them over 4 ounces to the yard.
They are dress goods, with the exeeption of the last provision
as to cotton warp, and those are for linings; they are nearly
all linings,

We have said there should be 33 cents a pound

{

upon scoured wool, and upon this bracket we have given a com-|
pensatory duty of 40 cents for that 38 cents on scoured wool, |
which the Senator from Massachusetts [Mr. Warsm) himself |
will say is not an exorbitant compensatory rate of duty. I am |
speaking now of the 33 cents duty on wool, I think no one who |
knows anything about it will question that. H

Mr. NELSON. I want to say in all Christian spirit to the
Senator from Utah that I shall be ashamed to go back to the |
people of Minnesota and tell them that we have enacted a law |
providing a duty of 100 per cent on the cloth they and I must |
buy and wear, cloth that we have to wear in the winter. We |
shall have to pay 100 per cent duty on it under this provision.

Mr. SMOOT. All I can say is to repeat that if we want a |
duty upon wool of 83 cents a pound, we must give a compen-
satory duty upon the cloth. The Senator must admit that. We|
can not get around that. In the bill there is no paragraph
relating to fabrics where the manufacturer gets more than a|
50 per cent duty. This is' the highest protective duty upon |
woven fabrics that there igs in the bill, All the compensatoryi
duties come from the fact that there is a duty of 33 cents a
pound on scoured wool, That is all there is to it. Those are|
the facts in the case.

Mr. POMERENEH. Mr. President, will the Senator from
Massachusetts yield to me for a' moment?

Mr. WALSH of Massachusetts. Certainly.

Mr. POMERENHE. The Senator from Minnesota has put a.
very pertinent question to the Senator from Utah. According’
to the judgment of the Senator from Minnesota, the duty here'
is about 100 per cent. I know that the Senator from Massa-
chusetts has had the constant aid of experts from the Tariff
Commission on the subject, and in the interest of certainty I
would like to ask the Senator from Massachusetts what the
duty is going to be. What information has he been able to
gather, if any, from the Tariff Commission or other experts on
the subject?

Mr. WALSH of Massachusetts. I have several tables which
give in different ways the information desired by the Senator
from Ohio and which confirm what the Senator from Minnesota
has stated.

Mr. SMOOT. The Senator does not understand that I deny
that 40 cents a pound on an 80-cent piece of cloth and 50 per
cent ad valorem added to that make 100 per cent?

Mr. WALSH of Massachusetts. I did not understand the
Senator to deny that.

Mr. SMOOT, What I said is that the 40 cents a pound is a
compensatory duty, and the Senator from Massachusetts knows
that if we are going to have 33 cents a pound on wool, the
manufacturers must have a compensatory duty.

Mr. WALSH of Massachusetts. There is no doubt of the
fact that we have to have a compensatory duty. It is because
the duty was proposed to be levied on yesterday that the
compensatory duty here has to be so high.

Mr. SMOOT. That is what I have said.

Mr. LODGE. Mr. President, if I may make a suggestion,
the only proposition here is to give the manufacturer 50 per
cent.

Mr. WALSH of Massachusefts. Yes.

Mr. SMOOT. The Senafor will admit there is not a piece
of that fabric referred to in the bill, in the amendment I have
submitted, carrying a protective duty of over 50 per cent.

Mr. WALSH of Massachusetts. That is true.

Mr. SMOOT. That is all there is to it,

Mr. WALSH of Massachusetts, But the Senator from Min-
nesota was translating these duties into ad valorem duties and
basing it vpon the fact that both together, the compensatory
duty and the protective duty, show that the American people
will have to pay 100 per cent higher price for their dress goods
than they would if wool was on the free list and there was no
protective duty.

Mr. SMOOT. If cloth was free and if wool was free, then
there would be a difference of 100 per cent. But 50 per cent
of the 100 per cent is for the wool and 50 per cent for protec-
tive purposes. The Underwood law, with free wool, imposed
a duty upon these eloths of 35 per cent.

Mr. WALSH of Massachusetts. Fifty per cent for the wool-
grower and 50 per cent for the manufacturer. The American
public must pay $2 instead of $1, or the equivalent of 50 cents
to the woolgrower and 50 cents to the manufacturer. That is
how the price has increased.

Mr. McCUMBER. The manufacturer gets a duty simply of
15 cents more than he had under the Underwood law.

Mr. SMOOT. Yes; I wanted to say to the Senator from Min-
nesota that the only difference between the protection in this
paragraph and that in the Underwood law, so far as tbe manu-
facturer is concerned, is 15 per cent.
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__Mr. NELSON. I do not care what the difference is. I do
not care about this sublime argument about compensatory
duty, nor do I eare about some other refinements here. I only
know that this paragraph fixes a duty of 100 per cent on
woolen goods that we all have got to wear. I say that is an
outrageous duty.

Mr. SMOOT. I say 50 per cent of that is for protection to
the manufacturer who makes the cloth, and the other is for a
compensatory duty because of the duty that was placed upon
scoured wool.

Mr. STANLEY. Mr. President——

The PRESIDING OFFICER (Mr. McNary in the chair).
Does the Senator from Massachusetts yield to the Senator
from Kentucky?

Mr. WALSH of Massachusetts, I yield.

Mr, STANLEY., I did not understand the Senator from
Massachusetts to state that the compensatory duty of 40 cents,
or whatever it is, is the limit of the amount that the purchaser
of the cloth will have to pay as a result of the imposition of
that duty. As I understand, wherever this duty attaches the
man who pays it will pass it on with his added profits so that
when the purchaser buys the cloth he will pay the duty upon
the raw wool, the duty on the scoured wool, the duty on the
tops and noils, the compensatory duty, and a fair profit to every
man who advanced the money from the initial stage until the
completed fabric is turned over by the retailer to the ultimate
consumer. Is that true?

Mr, WALSH of Massachusetis.
as I understand it.

Mr, SMOOT. Mr. President, I wish to say to the Senator
from Kentucky that in the past, and it is so to-day, to the
woolen mills it is not so much a question of what the price
of a fabric is per yard but of the number of yards they can
produce in a year, If a woolen mill figures on a profit of 10
cents a yard, it does not make any difference whether the cost
of the fabric is $2 or $1, it makes 10 cents a yvard. It is for
that and to that end it is working. It is not a question with
the mill as to whether wool is free or dutiable. The looms in
the mill can turn out just as many yards with dutiable wool
as they can with free wool. The profits of the woolen mill are
upon the yardage and not upon the cost per yard of the goods.

Mr. WALSH of Massachusetts. Now, to answer the question
of the Senator from Kentucky [Mr. Stanstey], the proposed
duties mean just this: When a pound of dress goods arrives
at the customhouse and its foreign valuation is under 80 cents
a pound the customs officials say, *“ You must pay 40 cents duty
for the wool in that pound of cloth and you must also pay 50
per cent protective duty,” which together amount to 100 per
cent, so that the price of that 80 cents’ worth of English cloth
before it may be taken away from the customhouse is fixed
at $1.60. Does the Senator from Kentucky now understand the
operation of these proposed duties?

Mr. STANLEY. I understand.

Mr. WALSH of Massachusetts. The importer sells to the
jobber, the jobber sells to the retailer, and the price, of course,
is pyramided.

Mr, STANLEY. I think the Senator from Utah [Mr. Sxoot1]
misapprehended the purpose of the question which I asked.

Mr, SMOOT. The Senator from Kentucky saild a profit was
added all the way from the raw wool to the noils, the waste
wool, the yarn, and so forth, That was stated in the Goldman
letter, which no doubt led the Senator from Kentucky to make
the statement he did. The statement of the Senator from Ken-
tucky would be true if the woolen mills sold upon a percentage
on the cost of their production in dollars and cents, but the
woolen mills charge upon the yardage which they produce,
If a woolen mill has 100 looms everybody knows what those
looms should produce in yardage in 12 months. The woolen
mill manager says, “ Upon that yardage I shall ask a profit of
so much a yard.” That is all there is to it.

Mr. STANLEY. Whether it be a woolen manufacturer or
anybody else, I assume that whenever he invests his money, at
any point in the integration of the plant, no matter where it
starts, from the time the fleece is purchased until the finished
fabrie is preduced—whenever he invests his money in a com-
modity which brings a certain price sg the result, first, of the
value of the article, and second, of the acerued duty, he is going
to recoup himself for that investment with a margin of profit,

Alr. SMOOT. With a merchant that is always the case, but
with a woolen manufacturer, I repeat, it is a question of the
vardage which the looms can turn out. The manufacturer
knows what his profits have got to be per yard, and those, I
will say to the Senator, are always figured by the woolen mill.

Mr. STANLEY, I can readily see that; but that is a mere

The Senator states the fact,

matter of bookkeeping, is it not?

Mr. SMOOT. Noj; it is not a matter of bhookkeeping,

Mr, STANLEY. Is the mill owner not bound to get back the
money that he put into the wool plus the amount that he paid
to convert it into a fabric, plus a profit?

Mr, SMOOT. But the profit we are speaking of here is so
much per yard for all the fabrics his looms produce. With a
merchant it is different. The merchant charges a certain profit
upon the goods that he buys, but the woolen manufacturer
reckons merely a profit of so much per yard.

For instance, a woolen mill makes a heavyweight tricot and
a lightweight tricot. The heavyweight tricot is for the winter
season and the light tricot is for the summer season. No woolen
mill charges more per yard as a profit on the heavy tricot than
it does upon the light tricof, although the heavy tricot costs
more to manufacture, The mill takes its orders nearly six or
eight months before ever the cloth is made ; many times, in fact,
practically always, even before all of the wool is bought which is
to go into the cloth, The woolen mills figure that if they have
100 looms and their capital is so mueh, then they have got to
make so much profit a yard upon those goods, whether they be
heavyweights or whether they be lightweights, in order to pay
their dividends as they anticipate. That is all there is to it
In the case of a merchant, I repeat, it is quite different.

Mr. STANLEY. I see that; but suppose we were running a
woolen mill and we wanted to make a profit, say, on the vard.
Of course, if it costs $1 a yard to produce the cloth, and if
there are so many thousand yards produced, we would want to
sell that cloth, say, for $1.20 a yard. I can readily see that.
However, in estimating that 20 cents, or whatever the profit
may be, we would count all the overhead charges in the cost of
the cloth; we would count the deterioration of the plant: we
would count the interest on the money invested; we would
count the amount paid for labor, and so forth, would we not?

Mr. SMOOT. That is, in the cost of the cloth.

Mr. STANLEY. I do not eare where it comes in,

Mr. SMOOT. That is the only difference hetween the woolen
mill and the general merchant, so far as that feature of the
business is concerned.

Mr. STANLEY. Excectly. I do not care where it comes in:
it is a difference, after all, if the Senator will pardon me. in
the bookkeeping, because, as the Senator has stated it, the
woolen manufacturer is bound, if he is a good business man, to
charge in his overhead; he is bound to charge interest on the
money which he invests, and necessarily so, whether he in-
vests it in his mill, or whether he invests it in his machinery,
or whether he invests it in his material. That is where this
pyramiding will infallibly come in, and it does not matier
whether he charges so much a yard, or whether he charges so
much a pound, or whether his charges are based upon the cost
of eonversion or the cost of his material; in the end he is not
going fo invest money without he gets that money back, with a
fair return.

Mr., SMOOT. The important consideration to the woolen
mills is the number of yards produced. In 1893, when prices
were lower than were ever known, a woolen mill did not think
of making less per yard than it did when the prices were ex-
ceedingly high. It is the yardage that counts, I will say to the
Senator, That is the only business of which 1 know which is
conducted in that way. £

Mr, POMERENE. - Mr. President——

Mr, STANLEY. If the Senator from Ohio will pardon me,
my purpose was not to go into a detailed argument as to the
method of caleulation, but to indicate that the intricacies of
this schedule and the accumulating costs are but another evi-
dence of the inherent vice that is found, not only in this
schedule but in all the schedules of this bill, in attempting to
impose duties from the bottom to the top, and then, by a system
of guesses and intricate and double-twisted calculations, to put
another duty on this duty and another duty on that duty, and
to build it up with a constantly growing weight upon the con-
sumer. I am perfectly willing to admit that when a duty of 30
or 40 cents a pound is imposed on wool, unless that is made gonil
to the woolen manufacturer, his mill would have to be closed.
It would be emiuently unfair to the American manufacturer,
especially to the woolen manufacturer, to ask him to compete on
any other basis.

I am of the opinion that if we had free wool in this coun-
try and free wool in the world, so that all woolen manufuc-
turers were put on an even basis, vet—and in this respect
woolen manufacture is different from any other business—the
American woolen manufacturer would be at more or less of
a disadvantage as compared to the English manufacturer. The
wool puller of England, as I understand, has been at that busi-
ness for thousands of years, and I doubt if there are in this
country, so far as the finer cloths are concerned, as expert
manufacturers as there are in Great Britain,
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Mr. SMOOT. There is one concern in New Jersey that makes | -

Jjust as fine goods as are made in the world.

Mr. STANLEY. But, as'a rule, the foreign fabrics are per- |

thaps better. At any rate, there are more expert weavers in
‘England, for instance, than there are in the United States.
‘Opposed as T am to the principle of protectionism, I would
‘mever favor putting a duty on wool and leaving the manufac-
|turer to pay it, because he could not do so; it would close his
imill, When a duty of 33 cents a pound is imposed on raw
{wool in this' way—and it is more or less of a guess—it becomes
inecessary to adopt the whole pernicious system. It is contrary
"to every principle of sound business; it is'contrary to every
principle of political economy; it is contrary to every princi-
ple of common sense as well as to the principles of democracy
ito initiate a policy of this kind. The wool schedule simply
Hllustrates the absurdity and the folly of it.

' Mr. SMOOT. Mr. President, there is no difference in prin-
Iciple, so far as the duty upon wool' is concerned, between this
[bﬂl and the existing law; not a particle. The existing law
lstarts with a duty of 8 per cent on tops; instead of 20; then,
when' it comes to yarn, there is a duty of from 20 per cent to
25 per cent; and then, when it comes to cloth, there is a duty
of 35 per cent.

The same principle has been applied in every tariff bill that
‘has ever been written. In other words, there is a higher rate
of duty imposed upon the finished product than upon the prod-
lnet im any partial stage of manufacture. That can not be
|avoided. It may be called pyramiding by some, but it is the
jonly way that the tariff can be arranged.

Mr. STANLEY. I admit that the complicated and burden-
jsome system is inevitable whenever the policy is adopted of a
!duty upon the raw material.

' Mr. SMOOT., Or on intermediates of any kind.

Mr. STANLEY. Yes.

i Mr. SMOOT. The Senator’s policy wounld be—

Mr, STANLEY. But I want to say that whenever the duty
st graduated from the bottom up the worse the situation be-
rcomes. When the duty is imposed on the finished product there
}is an opportunity for the beneficiaries of that duty from the
jground up to share it, but when the duty is imposed on the
tproduct at the bottom it is going to be pyramided in spite of
Iall that can be done, and by the time it gets to the ultimate
| consumer we have a monstrosify.

Mr. SMOOT. Mr. President, in every tariff bill which has
jever been written, if a duty is levied on the raw product at all,
jthe rate or percentage of duty is lower than is provided when
the article advances through the stages of the manufacture.
At every stage of advancement the product carries a higher
rate of duty. That is true no matter whether it be the tariff
law of Canada or England or any other country, and that is
| the only way in which a tariff law can be framed. It makes
no difference whether the measure be a protective tariff or a
revenue tariff, progressive rates have got to be applied.

. Mr. STANLEY. As I understand that, whenever a duty is
imposed anywhere in the process of manufacture it is jost like
a snowball on the gide of a hill. The farther the ball rolls
the larger it gets; and if it rolls from the hide of the animal,
{if it rolls from the fleece on the sheep, if it rolls from the
| chemical ingredients in a piece of refractory brick, if it rolls
{from the coke and coal and ore in the case of steel, you are
| going to have just what you have here. When you get through
{ you are going to have a duty that may well call for the aston-
lithent— and' the reprobation of’ the Senator from Minnesota
and of everybody else who stops to consider it.

Mr. POMERENE. Mr. President—— y

The PRESIDING OFFICER. Does the Senator from Massa-
| ehusetts yield to the Senator from Ohio?

Mr. WALSH of Massachusetts. T yield.

Mr. POMERENE. It would seem from the statement made
by the Senator from Minnesota [Mr., Nersow], which, as I
junderstand, is admitted to be correct by the Senator from
| Massachusetts——

Mr. WALSH of Massachusetts. There is no doubt about it.

Mr. POMERENE. That the duties provided for in this sec-
{ tion, all told, add 100 per cent to the cost of the cloth. I want
! to put that, if I can, in a form that will be intelligible to the
men and women of this country who do not have the time to
 study the intricacies of a tariff bill, and if I aor right I should
| like the Senator from Massachusetts so to say.

Reduced to its final analysis, it has developed here in the
| course of this debate that if there were no duty on wool and
| mo duty dn the finished cloth, and a yard of cloth thus made
out of free wool and without any tariff: on the finished product
were worth $1, then if these duties on the raw wool'and those
which are provided' for in this section are added that yard of
 cloth would cost $2,

Mr. WALSH of Massachusetts.
question that.

Mr. POMERENE. In other words, iticosts 63 cents per yard
more than would the same cloth under the same circuinstances:
under the Underwood bill,

Mr, WALSH of Massachusetts. Yes, The Underwood pro-
tective tariff was but 35 cents. There was no compensatory'
duty.. Therefore under the Underwood tariff the duty on cloth:
valued at §1 would be 35 cents, and under this bill the duty on.
cloth valued at $1 would be $1.

Mr. POMERENE. So that, assuming that there are 3} yards
of cloth in a suit of clothes, and not taking: into account
trimmings or anything of that sort, the initial. cost of the-
cl_ot.h to the merchant tailor will be three and. one-half times
18: cents, or $2.273 more than it would be under the Underwood

W. ;

Mr. WALSH of Massachusetts. That is correct. The Sena-
tor has very plainly and clearly stated the effect upon the
price to the consumer through the levying of these duties.

To come back to the table that I was. about. to discuss, I.
am- going now to take different grades of dress goods that.
fall within the different brackets in this paragraph, apply the '
compensatory and the protective duties proposed to be levied
under the Senate amendment, and translate them into equiva-
lent ad valorem duties. Let us begin with the lowest bracket.

In the case of cloth valued at 80 cents per pound the Senate
bill levies a compensatory duty of 40 cents per pound upon
that 80-cent cloth, and a protective duty of 50 per cent ad
valorem. That is equivalent to an ad valorem duty of 100
per cent upon tlie 80-cent cloth.

In the case of cloth valued at 81 cents—just over the 80-cent
bracket, in the second bracket—there is a compensatory duty .
under this amendment of 49 cents and a protective duty of 50
per cent, or an equivalent ad' valorem duty of 110} per cent.

In the case of cloth valued at $1, the compensatory duty is
49 cents and the protectlve duty 50 per cent, or an equivalent
ad valorem duty of 99 per cent.

In the case of cloth valued at $2, the compensatory duty is
49 cents and the protective duty 50 per cent, or an equivalent
ad valorem duty of T4} per cent.

I call attention especially to what has been said before, that
these dnties upon the cheaper dress goods are very much
higher than those upon the more expensive goods.

Translating these dutles into equivalent ad valorem rates,
the table which I have just read from shows that the cheaper,
dress goods bear ad valorem duties of 100 and 1104 per cent,
while the dress goods valued at $2 bear an eguivalent ad
valorem duty of 74% per cent.

Now let us take the cotton-warp dress goods.

In the case of those falling in the first bracket, of the value
of 60 cents per pound, the compensatory duty is 89 cents, the '
protective duty 50 per cent, the equivalent ad valorem duty 113
per cent.

In the case of cloths valued at 80 cents a pound, the com-
pensatory duty is 89 cents, the protective duty 50 per cent, the
equivalent ad valorem duty 98} per cent.

In the case of cloths valued at $1 per pound, the compen-
satory duty is 39 cents, the protective duty 50 per cent, the
equivalent ad' valorem duty 89 per cent.

You see the drop there from 115 per cent ad valorem duty
in the case of the cheaper dress goods to 80 per cent in the
case of the more expensive dress goods.

As against all of these ad valorem duties, ranging from 74} |
per cent to 115 per cent, we have the Umderwood law with|
simply an ad valorem duty of '35 per cent:

Let us work that out. Let us take the case of dress goods
valued at $2 per pound.

The duty on a pound' of dress goods valued at $2, when the
proposed duties become effective, will be 743 per cent of the §2,
s0 that the price of that $2 piece of cloth will be increased
approximately $1.49 per pound by the levying of these duties,
so that the $2-a-yard foreign-valuation. cloth the moment it
leaves the customhouse office in New York or any other port
will represent to the Ameriean jobber a cost of $8.49,

Now, let us take the Undérwood law, and see what that cloth
valued at $2 per pound would be taxed. The forelgn valuation
is $2. There is a protective duty under the Underwood law of
35 per cent, and no compensatory duty, Therefore that cloth
would bear a duty of 70 cents, and would' represent $2.70 per
pound in value to the importer or to the jobber, while under
this bill’ the same piece of cloth will stand the  importer or the
jobber $3:49 per pound.

In other words; the dunties upon- all of these cloths under the ™
Underwood law would be about’' 65 per cent’'less than it is pro-

Absoelutely., Nohody can

| posed’ to-levy- in' this- bill; but' I' want to pass - now from the
' question of costs for the moment, I am going'to return to that
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question later, because I have the prices of some English dress
‘goods and the prices of American-mate dress goods, and I am
going to compare those prices, and the price comparisons will

show that this protective duty of 60 per cent can not be justified. .

Before I come to that, however, I want to make some com-
_parison between the duties proposed to be levied in this amend-
iment and those levied in the emergency law.

The emergency law levied a compensatory duty of 45 cents per
pound on all wool manufactures. The framers of that law made
no distinction between the compensatory duty upon tops, which
‘is the first step in the manufacturing process of converting wool
into cloth, and yarns or cloths; but levied a sweeping com-
pensatory duty of 45 cents.

The protective duty in the Underwood law, which also .con-
tinues in operation, is 85 per cent. That this compensatory
duty of 45 cents per pound, plus the Underwood rate of 33
per cent on the main class of goods, namely, dress goods,
constituted a formidable barrier to importations is shown by
the fact that importations declined from a monthly average of
from 125,000 to 150,000 pounds prior to the enactment of the
emergency law to from one-third to one-half of this quantity
since the passage of the emergency law.

Mr, STANLEY. Mr, “President, it .occurs to me to suggest.

 right here that were it not for the 33-cent duty on the raw mate-
\rial, the compensatory duty would in fact be only about half
‘as much. If it were not for this duty on wool, the duty would
‘amount to practically only half as much to the consumer. The

'compensatory duty is doubled by the imposition of the specific

-daty. Is not that correct?

Mr., WALSH of Massachusetts. The Senator is correct.- Now
iI am going to give some information about those imports, be-
'‘canse I am going to ask the question, How can you justify in-

‘creaging the protective duties when imports have decreased
under lower rates?

The importations declined from a monthly average of 125,-

-150,000 pounds prior to the enactment of the emergency law to
!from one-half to one-third of that guantity since the passage
‘of that law,

With the decline in the importation of dress goods under a
lower rate, how can we justify this increased rate? TIndeed,
'there have never been any considerable amount of importations
.of dress goods into this country. The protective duties levied
in the Payne-Aldrich law and those levied in all other laws,
including the Underwood law, have kept out -all dress goods,
| excepting fancy goods, such as the people who want to keep up

with the styles in English clothing will import regardiess of

Ithe duty.
Mr. SIMMONS. Mr. President, the Senator states that there

yare practically no importations of this cloth. I think an in-

 crease in duty under such circumstances is full of suspicious
import, to say the least.

Mr. WALSH of Massachusetts. Hxecept cloths of a special
| character not made in this country. There are no importations
| of consequence which compete with anybody.

Mr. SIMMONS. It has developed very frequently in these

| discussions that there were no importations, and it was pro-
'posed, even under those conditions, to greatly increase the pro-
tective rates. The answer has been made more than once, and
|it was made before the committee when we were holding gen-
|eral hearings, that under those conditions, if there are no im-
| ports, an increase in the duty can do no harm. I want to ask
I'the Senator what he thinks of that proposition?

Mr. WALSH of Massachusetts. I am very well aware of the
faet that that claim has been made repeatedly.

Mr. SIMMONS. I did not try to answer the question myself.
I wanted to see what the Senator would say.

Mr., WALSH of Massachusetts. Being a pupil in the able
Senator’s tariff school, I am very happy to answer his question.
But I know it will not begin to be as clearly or as ably
answered as the Senator from North Carolina would answer it,
I am very proud to be a pupil and to sit at the feet of the dis-
| tinguished Senator from North Carolina to learn the problems
| growing out of tariff legislation. There is no abler man in this
. country, in my opinion, no man possessed of more knowledge of
'tariff questions than the Senator from North Carolina. He
!can express more clearly, and he has a better conception of the
'rights of the producer, of the manufacturer, and of the con-
sumer than any man I know of. I do not except the ®ble Sen-
(ator from Alabama. I have been delighted and proud to be
‘associated with a man who has such sound and just and fair
’views upon the tariff question as the Senator from North
|Carolina. ‘He has insisted upon taking a fair, square stand
.on all of these questions, and has always put his country and
ithe general welfare of all first, rather than selfish interests.
{The Senator will pardon me for paying this tribute to him in

his presence, a tribute which I have often paid him when he
was not present.

Mr, SIMMONS. I think an increase in duty under the pres-
;esnt t.ei1'(!11:::.&1taa.ncem is full of suspicious import, to say the
eas

Mr. WALSH of Massachusetts. There is no doubt about it.
In an industry like this, which is gradually and steadily be-
coming trust controlled, that is true. The price is more or
less controlled. There is not a woolen manufacturer in this
country who announces prices on dress goods or woolen cloths
until the great combination, the American Woolen Co,, first
makes the announcement. That concern leads the way and
dictates the price, and that trust is steadily and constantly
gathering full control of the large and competitive woolen
manufacturers of this country. In the last report of the
American Woolen Manufacturing Co. I found that last year
three great mills had been added to the combine, and I make
the prediction now that before many years have passed the en-
tire manufacture of dress goods and of woolen goods will
have passed into the hands of this organization. If you study
ithe history of high protective tariff duties, you will read side by
side with that history the story of the birth, the growth, the
development, and the control by frusts of the merchandise upon
which high protective duties are levied. If is one of the sig-
nificant things in the economic history of onr country, in the
history of the last 30 years, that side by side with the bestowal
of high protective duties have come combines.

That is easily explained. Those men first meet for propa-
ganda purposes. Every woolen mill in this country is part of
an associntion, They send their representatives here to ask
for these high protective tariff duties. They become friendly;
they become cooperative; and they can understand and see
that by eliminating domestic competition they can make these
tariff doties more effective in raising prices, by the larger
plant absorbing the smaller plant, and before I get through I
expect to tell a story about the combinations which have gone
on in the woolen business which will not be creditable to our-
protective and trust-controlled systems. I expect to show that
we are levying protective tariff duties upon industries which
are reeking with watered stock, which have mmde so much
money out of protective duties in the past that they have ex-
panded and profiteered without limit.

The American Woolen Co. produces 25 per cent of all the
woolen cloth and dress goods produced in this country, and, of
course, it is rapidly expanding. So that it has such a volume of
production that it is the dictator and the leader in price an-
nouncements. :

Then copnsider labor! Senators stand here and justify
these rates and tell us that the laboring man’s condition is
better in this country than anywhere else, and that if we do
not put these rates on, labor will have its wages cut. For every
%5 that has gone to the manufacturer through protection $4 of
it has gone into the pocket of the manufacturer and $1 to
labor. The whole thing is a story of legalized robbery of the
consumers, the American people, and labor has been asked to
keep its mouth shut, even to support the system, because they
have been given grudgingly a small share of the plunder, while
the big share has been taken by these great manufacturing in-
terests, I say that reluctantly, and I want to make it clear that
I do not think all the manufacturing industries of this country
are in that line of business, by any means. I know manufac-
turers who have been eonducting an honest and legitimate busi-
ness, but they eventually, if this keeps up, must become part
of the system.

I received a letter from a manufacturer in my State to-day
protesting against my vote against some of the high duties in
the cotton schedule. That cotton manufacturing company dur-
ing the war years distributed two stock dividends of 100 per
cent each to their stockholders.

Do you wonder that there is unrest in this country? Do you
wonder that there are strikes? Do you wonder that there is a
tremendous movement against our present economic system,
when men who toil and labor read of these excessive and extor-
tionate profits, and realize that the reciplents have gotten them
largely through licenses granted by the Government to tax the
consumers? Do you wonder that there is a movement in this
country to check the profits and to limit the amount of money
which can be made?

1 have thounght of drafting an amendment before I get
through—and I wish the Senator from North Carolina would
help me—providing that the manufacturers shall set aside all
of the money which they receive through the operation of these
protective duties and file with tite Secretary of the Treasury
a statement that they have given the great bulk of that to labor.

Mr. SIMMONS. They will have to double their wages in the
majority of cases if they do it.
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Mr. WALSH of Massachusetts. We ought to draft some such
amendment, because their claim is that they need these duties
to meet the difference in the costs of labor. So we ought to
put a proviso here that this 50 per cent protective duty shall
be converted by the manufacturers into the wages of the em-
ployees. If that was done they would not ask for 50 per cent,
They would not want their labor to get it. These protective
duties have been used for the purpose of giving a mite to
the working people and putting the rest in the pockets of the
corporations.

Mr, SIMMONS. Along the same line on which he is speaking
now, has the Senator had his experts make any calculations as
to the entire wage costs in the woolen mills with reference to the
cost of production?

Mr, WALSH of Massachusetts. I asked one of the experts to
prepare for me the exact conversion cost on tops. The task is
very difficult, very laborious. That was prepared, and I have
put it in the Rrecorp to-day. It shows the difference in the
cost of labor and the production cost between this country and
abroad is very small.

Mr. SIMMONS. That is not the idea I had in mind. I think
if the Senator would have his expert make a calculation he
would find that the entire labor cost in the woolen mills is not
much more than half the amount of the duty.

Mr. WALSH of Massachusetts. In the case of yarn the Tariff
Commission said the conversion cost is 25 to 40 per cent. The
Senator states that in the case of cloth, if we could get the
figures, the estimate would be about 50 per cent.

Mr. SIMMONS. I think so. The Senator has given a very
lucid and illuminating statement about the tendency of the
textile industry toward momopolization, toward single control.
I want to ask the Senator if he does not think that the high
duties lend themselves to the encouragement of monopolization?

Mr. WALSH of Massachusetts. There is no doubt about it.
The wise men in a tariff-protected industry know that monopo-
listic control of the domestic production makes the protection
levied always operative. No trust takes in companies that are
failures. The American Woolen Co. is not paying for any mills
that are not profitable, but it is because they can see an oppor-
tunity for them to buy a mill at one price and increase its
capitalization, end competition, and control prices, that makes
them form monopolies. It is the incentive to enrich themselves,
to zet more profits, that has led, in my opinion, to the creation
of many of the large organizations.

Mr. SIMMONS. When the industry is monopolized, largely
because of these high and unnecessary duties, can not the manu-
facturer in that condition, whether there are any importations
into the country or not, take in the increased price of his prod-
uct the benefit of the full duty imposed?

Mr. WALSH of Massachusetts. There is no question about
that. :

Mr. SIMMONS. Then that is the vice and the danger of
giving increases in duties upon a product where the present duty
is practically prohibitory.

Mr. WALSH of Massachusetts. I agree with the Senator.

Mr. SIMMONS. It enables the monopoly, if there is one, to
take advantage, in increases of its prices, of the full amount of
the additional duty that may be imposed.

Mr. WALSH of Massachusetts. I want to stop directly,
because I know the distinguished Senator from North Dakota
desires to move a recess.

Mr. President, these duties promote greed, greed, greed! I
would be the last man knowingly to deprive a manufacturer
of an honest protective duty that would represent the honest
difference in conversion costs. If anyone can show me an
honest difference in conversion cost, I will go as far as any-
body else to protect the domestic industry, because I do not
purpose to stand in the way and see the American laboring
man put at a disadvantage with the foreiguer. But I will not
support protective duties in order to enable producers to pay
dividends upon watered stock. That is what this bill will do.

Mr. President, I do not wish to proceed further this evening.
1 shall conclude to-morrow.

Mr. McCUMBER. Mr. President, before moving to take a
recess 1 desire to take a moment or two to answer the Senator
from Minnesota [Mr. NELsoN].

Yesterday, by a vote of more than two to one, the Senate of
the United States declared it to be their purpose to give the
growers of wool a protective duty of 33 cents per pound upon
the scoured content. Now, if we give that protective duty of 23
cents per pound upon the scoured content of the wool we musi
necessarily give a compensatoty duty. Even the Senator from
Minnesota, I think, would recognize that principle.

The Senator from Wisconsin [Mr. Lexroor] thought that
upow the coarser wools that was too high a duty, and he moved

an amendment fo provide that the duty should not exceed 60
per cent ad valorem upon those kinds of wool. But he left the
higher kinds of wool untouched by his amendment. The Sen-
ator from Minnesota [Mr. Nerson] voted with him, but the
amendment was voted down. ;

Thereupon the Senator from New York [Mr. WapsworTH]
moved to reduce the rate of 33 cents per pound to 28 cents per
pound, a reduction of 5 cents a pound. The Senator from Min-
nesota [Mr. Nerson] voted against thai amendment. There-
fore, I assume that he is in favor of 33 cents per pound on the
scoured content of the wool. Now, we have to carry that 33
cents per pound upon the scoured content into whatever is
made out of it, and in the making of these cloths, considering
first the waste in the yarn and second the waste in the manu-
facture of the cloth, with the experts at our side we arrived at
the conclusion that there was a loss of about 7 cents a pound,
which would have to be taken into consideration, and therefore
we made the duty 40 cents a pound upon the product.

Now, being compelled to give 40 cents per pound upon the
cloth from which the wool was made, the next question was,
‘What, if any, duty shall we give as protection? The conclu-
sion of the committee was that the cost of producing on the
average, not upon the American value, not upon the retail price,
not upon the wholesale price in the United States, but upon the
manufacturers’ price in a foreign country, required a 50 per
cent ad valorem duty to equalize that cost with the cost of pro-
ducing in the United States. Therefore we gave a rate of 50
per cent ad valorein. Now, if anyone can establish the fact to
the satisfaction of either the committee or the Senate that 50
per cent ad valorem is too high, I think we can get a reconsid-
eration and vote for what we may consider necessary for the
protection part. .

If we put our compensatory duty too low, lower than that
which measures the 33 cents a pound upon the scoured con-
tent and the waste in making that first into yarn and then into
cloth, the cloth and the yarn will come in and the farmer is
not getting his protection because- the price must necessarily
come down. So also if we fail to give a protective duty that
will equal the difference in the cost of producing these fine
grades of cloth in the foreign country and in this country, then
the cloth will come in and the American manufacturer must
reduce the price that he pays to the farmer and the farmer
will not get his protection.

It seems to me that the position of the Senator from Minne-
sota is something ‘like that of a man who orders pie from a
bill of fare and then does not want to pay for it. If we eat
our pie, we have to pay for it. If we give 33 cents a pound
upon the scoured content of the wool, of course we have to
pay for it. If it should happen upon some e¢lass of goods to
be 100 per cent, based upon the foreign valuation, if that does
measure the difference, then we ought not to complain because
we pay that duty, If the Senator from Minnesota is not satis-
fied, then he should move to reduce the protection which is
given to the American producer. If he is not willing to have
that reduction, he is compelled by every principle of mathe-
matics to make this allowance and carry it into the finished
product.

Now, Mr. President, I move that the Senate take a recess
until to-morrow at 11 o'clock a. m.

The motion was agreed to; and (at 6 o'clock and 15 minutes
p. m.) the Senate took a recess until to-morrow, Friday, July
28, 1922, at 11 o'clock a. m.

SENATE.
Frioay, July 28, 1922.
(Legislative day of Thursday, April 20, 1922.)
The Senate met at 11 o’clock a. m., on the expiration of the

recess,

Mr. SMOOT. Mr, President, T suggest the absence of a quo-
rum.

The PRESIDENT pro tempore. The Secretary will call the
roll,

The reading clerk called the roll, and the following Senators
answered to their names:

Borah - Ernst Lenroot Nicholson
Broussard Gooiding Lodge Norbeck
Bursum Hale MceCormick Oddie
Cameron Harreld McCumber Overman
Capper Harris MeKinley Pepper
Caraway Heflin McLean Phipps
Colt Jones, Wash, MeNary Pomrerene
Culberson Kellogg Mrges Ransdell
Cummins Kendrick Nelson Rohinson
Curtis Keyes New Sheppard
Dial Ladd Newberry Bhortridge
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